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Government of Canada Gouvernement du Canada 
Department of Communications — Ministere des Communications 


Task Force on the economic Groupe de travail sur !a situation économique 
status of Canadian television de la télévision canadienne 


Your file Votre référence 


Our file Notre référence 


May 1991 


The Honourable Perrin Beatty 
Minister of Communications 
300 Slater Street 

Ottawa, Ontario 

K1A 0C8 


Dear Mr. Beatty, 


We, the undersigned, members of the Task Force on the Economic 
Status of Canadian Television appointed in the summer of 1990, 
respectfully submit the following report. 


We are of the opinion that there are no magic solutions or single action 
that can guarantee a strong performance of the broadcasting industry in 
Canada. We are convinced, nevertheless, that a number of measures 
can contribute to the strengthening of our television system. We have 
identified in our recommendations those that seemed to us the most 
relevant and the most useful, recognizing that many can only be 
implemented through a concerted effort of all parties involved including 
the broadcasters themselves, the regulating and supporting agencies, 
and the government. 


You are aware that as our mandate was progressing, the signs of 
economic struggles within the industry were becoming more and more 
evident. The drastic actions taken by both the public and private 
broadcasters to bring their costs under control were of concern to the 
Task Force and were adding new dimensions to our deliberations. These 
were even more evident in the French-language television market where 
a major transaction was proposed to deal with the difficulties of one of 
the broadcasters. 
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The time and budget allotted our Task Force allowed for limited new 
research which was undertaken when necessary. We relied extensively 
on information already available as well as the information submitted to 
us by the interested parties in their oral and written presentations. The 
Task Force wishes to express its gratitude, through you, to all these 
persons and organizations that either submitted a brief to us (listed in 
Appendix A of the report) or took the time to meet us (listed in 
Appendix B). 


We would like to emphasize that all parties involved took this exercise 
very seriously and submitted extensive briefs with quality information. In 
addition to the broadcasters, we received briefs and presentations from 
producers, unions, interested associations and the advertising industry. 
We would also like to note the full cooperation we received from the 
Canadian Radio-television and Telecommunications Commission, 
Telefilm Canada and the staff of your Department. We sincerely hope 
that our report reflects the quality of the submissions that were 

made to us. 


In closing, we would hope that our report and our recommendations will 
contribute to the economic well-being of Canadian television. 


Yours truly, 
acques Girard J.R. (Ray) Peters C.M. 
Co-chairman Co-chairman 


Michéle Bazin Michel Pauzé C 


Member Member 
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obert C. Short 
Member 
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PREFACE 


Canada can justly boast of having fashioned an extensive, sophisticated, and 
diverse television system comprised of both public and private elements. 


But our broadcasting system may have spread a little beyond our means and 
is now threatened from within and without. Its best chance for survival is to 
produce top-rate Canadian programs defying all competition - or, to borrow 
a slogan from the Canadian Association of Broadcasters, “programs Cana- 
dians will want to watch”. 


This is a lofty goal which can only be achieved if we harness all relevant 
resources into a coherent, dynamic industrial strategy in support of the 
cultural policy defined in the new Broadcasting Act (Bill C-40). The time has 
come for prompt, resolute cooperative action. Government and the industry 
must work together and carefully map out their objectives and the ways to 
attain them. 


One of these is to provide the Canadian Broadcasting Corporation with the 
means to carry out the functions it is assigned by law. As the national public 
broadcaster, the CBC is the premier component of our broadcasting system. 
Since 1984, it has had to adjust to constraints on its parliamentary appropria- 
tions as part of the Government of Canada’s policy of fiscal restraint. 


A deleterious effect of this situation is to force the CBC to rely more and more 
on advertising revenue, reducing the income potential of private television 
broadcasters and causing the CBC to deviate for commercial purposes from 
the kind of high quality, cultural programming Canadians rightfully expect 
from their public broadcaster. 


In the best interest of the Canadian public and the Canadian broadcasting 
system, this Task Force believes that the CBC should reestablish its former 
cultural and social ascendancy, rekindle its interest in the performing arts it 
has all but abandoned in the past two decades, stir public debate on the critical 
issues of a rapidly changing society, and once again serve as a beacon for 
the enlightenment of all Canadians. 


Private television is another cornerstone of our broadcasting system. A vital 
source of information and entertainment, it provides a general interest service 
that is essential to Canada’s social and cultural fabric. 
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The private television industry needs to reestablish a strong economic 
environment to fulfil its foundation role in the system. It needs to continually 
improve the quality of its service to audiences and advertisers, and to 
enhance and extend the scope of its operations. To achieve this, the industry 
must either be self-financing or persuade the investment community that it will 
continue to grow. Without solid financial performance, private broadcasters 
will be unable to discharge their role in the broadcasting system. 


Our television system, both public and private, is experiencing severe 
economic difficulties. It is of paramount importance that its health be restored 
if it is to continue to produce and broadcast Canadian programs that meet 
audience needs, and enrich our culture and the life of our communities. 


The profitability of English-language television must be improved so that it can 
increase its contribution to Canadian programs. French-language television 
has consistently delivered a high level of successful Canadian programming, 
but its financial base is now in jeopardy and must be redressed. 


Finally, public and private television must be in a position to make a major 
contribution to the Canadian television production industry, which can be the 
key to overcoming the challenges of modern television programming. 


It was to address these perplexing issues that the Minister of Communica- 
tions, Hon. Marcel Masse, appointed this Task Force in the summer of 1990. 
The Minister instructed us: 


ms first, to examine the underlying financial structure of the 
Canadian television system with a view to making rec- 
ommendations which will ensure the ongoing strength 
and dynamism of both public and private Canadian 
broadcasters. The recommendations will take account 
of the present competitive environment, particularly in 
the smaller francophone market, and of the probable 
effects of technological change, for example the devel- 
opment of direct broadcast satellites; and 
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Pi second, to examine and make recommendations to the 
Minister on: 


a) the role of advertising in Canadian televi- 
sion including, but not limited to, assess- 
ments of trends in advertising revenues, 
market size, and linguistic factors which 
have animpact on broadcasters’ revenues; 


b) the impact on broadcasters’ revenues of 
the entry of new television services and 
the ability of the system to absorb new 
services; 


C) the appropriateness of the goals, objecti- 
ves, criteria and operating procedures of 
the Canadian Broadcast Program Devel- 
opment Fund including, but not limited to, 
an assessment of the conditions of access 
to the Fund, the availability and success of 
Fund-assisted programming, and the im- 
pact of the Fund on broadcasting objec- 
tives; 


d) the economic impact and financing op- 
tions for alternative television program- 
ming services. 


In the course of our work, we found that there are no miracle solutions to the 
predicament of Canadian television, but that some adjustments can be made 
to help it regain a solid economic position. We firmly believe that many of the 
solutions rest in its own hands. It cannot conjure away the hard times that 
befall the whole of the Canadian economy, but through its own efforts it can 
bend the odds a little in its favour. 
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The Task Force, by its mere presence, has already demonstrated this. Many 
broadcasters have told us that our request for submissions had forced them 
to concentrate more fully on their economic woes. This soul-searching 
reinforced the conviction that both the public and private broadcasters have 
a common stake in the survival of the system. And then solutions began to 
surface to what hitherto had seemed insoluble problems. Had we accom- 
plished no more, we would have felt we had played a useful role. 
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HAPTER I 


PRINCIPLES AND EVOLUTION OF THE CANADIAN 
BROADCASTING SYSTEM 


Principles 


Historically, the Canadian broadcasting system has rested on a few key 
principles: 


i Airwaves belong to the public, and the use of a fre- 
quency is a privilege to be exercised in the public 
interest; 


& Canadians should own the system; 
i Service should be extended to all Canadians; 


@ The system should depend for its financial support on 
both public and private money; 


@ Programs should be Canadian and of high standard, but 
Canadians should also have access to quality programs 
from other sources. 


Canadian governments, House of Commons’ Committees, Royal Commis- 
sions or advisory groups that have made pronouncements on broadcasting 
policy in the past six decades have reaffirmed these principles, in more or less 
the same terms. 


From the beginning, the broadcasting system was meant to be a single entity. 
The unitary concept was embedded in the first piece of legislation dealing 
specifically with broadcasting in Canada, the Canadian Radio Broadcasting 
Act of 1932. The 1958 Broadcasting Act granted both the public and private 
sectors equivalent status under an independent regulator (the Board of 
Broadcast Governors, now the Canadian Radio-television and Telecommu- 
nications Commission), but the intent of the original Act was confirmed by 
Parliament in the 1968 Broadcasting Act, and again in Bill C-40, the new 
Broadcasting Act (hereafter referred to as the Act) sanctioned by Parliament 
February 1, 1991. Section 3 (2) states: 
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It is further declared that the Canadian broadcasting 
system constitutes a single system and that the objecti- 
ves of the broadcasting policy set out in subsection (1) 
can best be achieved by providing for the regulation and 
supervision of the Canadian broadcasting system by a 
single independent public authority. 


Thus, there are two recognized sectors, public and private. The public sector 
comprises mainly the national broadcasting service provided by the Cana- 
dian Broadcasting Corporation and provincial educational broadcasters. The 
private sector consists of three main elements: over-the-air broadcasting 
stations and networks, satellite networks, and cable television distributors. 


The two sectors of broadcasting are assigned the same objectives, as spelled 
out in Section 3 of the new Act. These are: 


(i) to safeguard, enrich and strengthen the 
cultural, political, social and economic 
fabric of Canada, 


(ii) encourage the development of Canadian 
expression by providing a wide range of 
programming that reflects Canadian atti- 
tudes, opinions, ideas, values and artistic 
creativity, by displaying Canadian talent in 
entertainment programming and by offer- 
ing information and analysis concerning 
‘Canada and other countries from a Cana- 
dian point of view, 


(iii) through its programming [...] to serve the 
needs and interests, and reflect the cir- 
cumstances and aspirations, of Canadian 
men, women and children, including equal 
rights, the linguistic duality and multicultural 
and multiracial nature of Canadian society 
and the special place of aboriginal peo- 
ples within that society, and 
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(iv) to be readily adaptable to scientific and 
technological change. 


As the national public broadcaster, the Canadian Broadcasting Corporation 
is charged with more stringent duties than private broadcasters. Section 3 
(1)(m) of the Act says its programming should: 


(i) be predominantly and distinctively Cana- 
dian, 


(ii) reflect Canada and its regions to national 
and regional audiences, while serving the 
special needs of those regions, 


(iii) actively contribute to the flow and ex- 
change of cultural expression, 


(iv) bein English and in French, reflecting the 
different needs and circumstances of each 
official language community, including the 
particular needs and circumstances of 
English and French linguistic minorities, 


(v) strive to be of equivalent quality in English 
and in French, 


(vi) contribute to shared national conscious- 
ness and identity, 


(vii) be made available throughout Canada by 
the most appropriate and efficient means 
and as resources become available for 
the purpose, and 


(viii) reflect the multicultural and multiracial 
nature of Canada. 
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Private networks and programming undertakings are required to: 


(i) contribute significantly to the creation and 
presentation of Canadian programming, 
and 


(ii) be responsive to the evolving demands of 
the public, “to an extent consistent with the 
financial and other resources available to 
them” ( Section 3 (1)(s). 


Cable television systems, which the Act includes within the definition of 
“distribution undertakings”: 


(1) should give priority to the carriage of Ca- 
nadian programming services and, in par- 
ticular, to the carriage of local Canadian 
Stations, 


(ii) should provide efficient delivery of pro- 
gramming at affordable rates, using the 
most effective technologies available at 
reasonable cost, 


(iii) | should, where programming services are 
supplied to them by broadcasting under- 
takings [...] provide reasonable terms for 
the carriage, packaging and retailing of 
those programming services, and 


(iv) | may, where the [CRTC] considers it ap- 
propriate, originate programming, includ- 
ing local programming, on such terms as 
are conducive to the achievement of the 
objectives of the broadcasting policy [...], 
and in particular provide access for 
underserved linguistic and cultural minor- 
ity communities. 
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The Canadian Radio-television and Telecommunications Commission is 
responsible for regulating and supervising all aspects of the Canadian 
broadcasting system, and implementing the broadcasting policy set out in the 
Act. 


In Part Il of the Act, which defines the “objects and powers” of the Commis- 
sion, Parliament directs the regulator to carry out its duties “in a flexible 
manner” that: 


a) is readily adaptable to the different char- 
acteristics of English and French language 
broadcasting and to the different condi- 
tions under which broadcasting undertak- 
ings that provide English or French lan- 
guage programming operate; 


b) takes into account regional needs and 
concerns; 


Cc) is readily adaptable to scientific and tech- 
nological change; 


d) facilitates the provision of broadcasting to 
Canadians; 


e) facilitates the provision of Canadian pro- 
grams to Canada; 


f) does not inhibit the development of infor- 
mation technologies and their application 
or the delivery of resultant services to 
Canadians; and 


g) is sensitive to the administrative burden 
that, as a consequence of such regulation 
and supervision, may be imposed on per- 
sons carrying on broadcasting undertak- 
ings. 
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Evolution 


ltwould be redundanthere to relate the history of Canadian broadcasting. The 
subject was amply covered by our predecessor, the [Caplan-Sauvageau] 
Task Force on Broadcasting Policy. We will therefore just recall the events 
that have a bearing on this Task Force’s study. 


In September 1985, the CRTC licensed CFCF Inc., owner of Monireal’s CTV 
affiliate CFCF, as well as a cable system and a production company, to start 
Quebec’s second French-language private television network, Télévision 
Quatre Saisons. It also licensed CFRE-TV in Regina and CFSK-TV in 
Saskatoon. 


The following year, in May, CHMI-TV was licensed in Portage-la-Prairie, 
Manitoba, as a fourth television service in the Winnipeg area. 


In January 1987, athird television service was introduced in Nova Scotia and 
New Brunswick with the licensing of CIHF-TV covering Halifax, Saint John, 
Fredericton and Moncton. 


In March 1987, following lengthy public hearings the previous fall, the CRTC 
renewed the licenses of both the CBC and CTV networks. Noting that the 
private network’s “success enables its affiliates to rank among the largest, 
most profitable of Canada’s television stations’, the CRTC required it to 
“contribute substantially more to the broadcasting system”. As a condition of 
license, CTV was to spend $403 million on Canadian programs over five 
years, or 75% more than it had spent the previous five years. 


Later, in April 1989, the CRTC renewed the licenses of all CBC English and 
French affiliated stations, and all CTV affiliates, holding them to further strict 
Canadian program requirements. The licenses of English-language inde- 
pendent stations were renewed at the same time. 


In January 1987, the CRTC approved the transfer of French Canada’s most 
important private television station, Télé-Métropole Inc., to Le Groupe Vidéotron 
Ltee, Quebec’s biggest cable company. The new owner, now the largest 
broadcast undertaking in Quebec, promised a range of new programming 
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initiatives worth $55 million over five years, $30 million more than the station 
had committed to spend at its license renewal the previous year. Télé- 
Metropole was Canada’s most profitable private station, and the flagship and 
principal shareholder of private network, TVA. 


In May 1987, CFPL-TV, London, Ont., was authorized to disaffiliate from the 
CBC. It began operating as an independent service the following year, in 
September 1988. CBLN, a CBC repeater station licensed in 1987, began 
operating the same month as a London broadcast service. 


On November 30, 1987, the CRTC awarded licenses for nine new specialty 
and one pay TV services, ranging from a weather channel to an English- 
language all-news service and TV5. An innovative service offering programs 
from French-speaking countries, TV5 is headed by a consortium comprised 
of Radio-Canada, Radio-Québec, Télé-Métropole, Cogéco, Quatre Saisons, 
TV Ontario, the National Film Board and Film Sat*. The CRTC also permitted 
The Sports Channel and MuchMusic to move from the optional to the basic 
tier, giving these services access to all cabled households in Canada. 


The Task Force on Broadcasting Policy, reporting in June 1986, called for 
replacing the traditional “single system” concept with a new notion of a 
“composite system”, attributing a specific role to all of the multiple agents of 
Canadian broadcasting, and the traditional private and public sectors. 


It proposed to recognize community broadcasting “as a distinct sector in the 
system, on an equal footing with the public and private sectors which it 
complements”. It also called for a new, non-commercial, satellite-to-cable 
public service in English and French, TV Canada/Télé-Canada, “to contribute 
substantially to redressing the present imbalance that favours foreign pro- 
grams on Canada’s television broadcasting system”. 


The report was vetted by the Standing Parliamentary Committee on Commu- 
nications and Culture, which further recommended “that clearer policies be 
established” on competition and concentration in the broadcasting industry. 


On June 23, 1988, guided by these recommendations of both committees, the 
government issued a policy statement, Canadian Voices, Canadian Choices, 
and tabled Bill C-136 amending the Broadcasting Act. 


* Private group representing independent producers. 
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The policy statement identified three major issues: 


| the need to increase the Canadian presence in drama 
and variety on prime time English-language television, 
to help French-language programming remain qualita- 
tively competitive, and to provide alternative program- 
ming “to meet needs not addressed by mass-audience 
broadcasting’; 


| “fairness and access’, recognizing “the different cultural 
and economic characteristics of the French and English 
broadcasting environments” and “requiring that the en- 
tire broadcasting system be reflective not only of Cana- 
da’s linguistic duality but also of our multiculturai nature, 
and the special role of aboriginal persons”; and 


Ce] technology; recognizing that broadcasting goes beyond 
traditional over-the-air technologies, Canadian broad- 
casting policy would henceforth be “technology neutra’’, 
that is based on content rather than means of distribu- 
tion. 


Bill C-136 did not receive Senate approval before a general election was 
called in 1988. The bill was revived with amendments as Bill C-40, the new 
Broadcasting Act ratified by Parliament in February 1991. 


It is against this background that the present Task Force undertook to carry 
out the mandate assigned to it by Communications Minister Marcel Masse. 
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CHAPTER II 


THE ECONOMICS OF CANADIAN TELEVISION 


Both public and private television in Canada are labouring under increasingly 
difficult economic conditions. Little relief is in sight, unless measures are 
promptly taken to redress the situation. 


Private television’s profitability has suffered a dramatic decline over the past 
five years, and all evidence points to continuing deterioration. Private 
television’s capacity to generate income has remained fairly stable, but its 
costs have soared. 


Eighty-nine reporting units in 1985 earned combined revenues of $961 million 
compared to $1.3 billion for 105 units in 1989*, but this 7.3% annual increase 
was outpaced by a 10.9% annual average growth in expenses (including 
interest and depreciation) - from $797 million to $1.2 billion. As a result, 
combined net operating income declined by an average of 19.4% yearly - from 
$164 million in 1985 to $69.3 million in 1989. Net profits before taxes dropped 
from 19% of revenue in 1985 to 7.5% in 1989, an average annual decrease 
of 20.8%. Profits after taxes went from 10.7% in 1985 down to 4.0% in 1989, 
an annual drop of 22.0%. (TABLE II.1, CHART II.1) 


The financial pressure stemming from increased competition has in part 
created the environment for industry consolidation. The primary objective of 
consolidation has been to increase the size and thus, the cost-efficiencies and 
bargaining power of broadcast entities in the market. The industry trend 
toward consolidation has become a double-edged sword, however. Buyers 
have paid large sums for television stations to which have been added further 
significant amounts as a result of requirements made by the CRTC in the 
transfers of broadcast properties. The presumed economies of scale, there- 
fore, do not always ensue. 


* Figures used throughout this report are the latest available. Data for the 1989-1990 fiscal year was not 


f i iti te statistics obtained confidentially in 
ilable at the time of writing. However, more recent corpora ] 
sd eaves of Task Force’s consultations with television broadcasters confirmed, or reinforced, the 


trends observed in 1988-1989. 
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Table II.1 


REVENUES, EXPENSES AND PROFITABILITY OF PRIVATELY-OWNED TELEVISION BROADCASTING INDUSTRY 


CANADA, 1985 TO 1989 
Average 
Annual Growth 


TOTAL STATIONS 


(in thousands of $) 
1987 1988 


Advertising | 884,770 924,183 980,090 1,092,079 1,170,391 
Revenues Other 76,171 84,110 85,798 95,978 105,586 
Total | 960,941 1,008,293 1,065,888 1,188,057 1,275,977 


873,407 
192,481 
18.1% 
40,507 


983,316 
204,741 
17.2% 
46,739 


Expenses (excluding interest & depreciation) 728,273 784,703 
Operating income 232,668 223,590 
(% of revenues 24.2% 22.2% 
Depreciation |__32,420 34,853 


36,242 29,269 35,349 39,934 

796,935 848,825 949,263 1,069,989 
Net operating income 164,006 159,468 116,625 118,068 
% of revenues) 17.1% 15.8% 10.9% 9.9% 


Other adjustments”, income (expenses) 18,132 
Net profit before income taxes 182,138 184,093 
(% of revenues) 19.0% 18.3% 
Net profit after income taxes 103,266 98,931 
(% of revenues) 10.7% 9.8% 


44,341 
160,966 
15.1% 
84,682 
7.9% 


146,635 
12.3% 
77,008 
6.5% 


units 89 89 


Source : Statistics Canada 


* include: Interest income, Incidental broadcasting income, Amortization of goodwill and start-up expense, Gain (loss) from disposal of fixed assets, investments, etc. 


Chart II.1 
_Revenues, Expenses and Profits Before Taxes of Privately-Owned 
Television Industry 
1,400,000 
1,200,000 | 
1,000,000 |. = 
@ Revenues 
800,000 |. 
| | i Expenses 
600,000 - 

Pr: : 
sone | | re-tax Profits 
200,000 |- 

0 ia 1 ees a ie : 
1985 1986 1987 1988 
Source: Statistics Canada 
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The private television industry’s reduced profitability is due in large part to the 
massive entry of new players into the market and more intense competition 
for a share of advertising revenue. 


The dwindling of operating income leaves the industry with a limited capacity 
for self-financing. Its ability to attract outside investment either in the form of 
equity or debt financing is also hampered. If these trends continue un- 
checked, broadcasters may seek to increase the size of their holdings in other 
industries or develop non-program services to complement their existing 
over-the-air general interest services. In any case, the industry will need to 
rely on a flexible regulatory and policy structure enabling it to devise a 
business response to these trends. 


The total long-term debt load of the industry - including companies that also 
operate one or more radio stations - is on the rise, from $290.0 million in 1985 
to $498.8 million in 1989, an average annual growth of 14.5%. The main 
components of this growth were the long-term debt from third parties, which 
rose from $180.0 million in 1985 to $244.6 million in 1989, and the long-term 
loans from associated companies, which more than tripled from $40.7 million 
in 1985 to $134.6 million in 1989. (TABLE II.2) 


Table 11.2 


ANALYSIS OF LONG TERM DEBT STRUCTURE OF PRIVATELY-OWNED TELEVISION STATIONS, CANADA 
1985 TO 1989 
(in thousands of dollars) 


Long term debt 
from third parties 


Defered income taxes 


123.01 1 15.2 


45.0} 30.6 


225.3] 139.6 433.3} 467.0} 91.8) 498.8] 15.4%] 10.8% 


Source: Statistics Canada 


TV: Companies operating TV stations only 
TVRD: Companies operating both TV and Radio stations 
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Most of the industry’s debt load can be attributed to consolidation. While 
broadcast entities grow larger, they may become more fragile. The industry 
could one day find itself in a position where it must further consolidate to 
survive and lack the resources to do so. 


RECOMMENDATION 


The CRTC should review the criteria used to evalu- 
ate the revenues and expenses of submissions for 
mergers, acquisitions and expansion within the tel- 
evision industry. The percentage of revenue re- 
quired to service debt charges should be more 
strictly evaluated to ensure that sufficient commer- 
cial revenue is available in the marketplace and that 
debt charges not detract from programming re- 
quirements. 


More than 25 television stations have changed hands since 1986 (see list 
below). 
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Date* 
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ACQUISITIONS IN THE CANADIAN TELEVISION 
INDUSTRY SINCE 1986 


Buyer 


Acquisition 


Stations 


a eee ee eee 


06/19/86 Rogers Broadcasting Ltd. Multilingual Television Ltd. CFTM, Toronto 
07/04/86 Baton Broadcasting Corp. Harvard Developments Ltd. CFQC, Saskatoon 
Russwood Broadcasting Ltd. CKCK, Regina 
Yorkton Television Co. Ltd. CKOS/CICC, 
Yorkton 
CKBK, Melfort 
Prairie Alberta Television CKBI, P. Albert 
01/27/87 Groupe Vidéotron Ltée Télé-Métropole Inc. CFTM, Montreal 
04/08/88 = CAP Communications Ltd. Sunwapta Broadcasting Ltd. CFRN, Edmonton 
04/08/88 Baton Broadcasting Corp. Bushnell Communications Ltd. CJOH, Ottawa 
09/28/89 Maclean Hunter Ltd. Niagara Television Ltd. CHCH, Hamilton 
09/28/89 Western International Maclean Hunter Ltd. CFAC, Calgary 
Communications Ltd. CFAC, Lethbridge 
CHBC, Kelowna *) 
07/09/90 _==Télé-Métropole Inc. Réseau Pathonic Inc. CFCM/CKMI, Que. 
CFER, Rimouski 
& Gaspé-N. 
CHLT, Sherbrooke 
CHEM, T.-Riviéres 
10/11/90 Monarch Broadcasting CKPG Television Ltd. CKPG, P. George 
10/22/90 Baton Broadcasting Corp. Mid-Canada Communications CHRO, Pembroke 
(Canada) Corp. CICI/CKNG, 
Sudbury 
CITO/CFCL, 
Timmins 
CHNB/CKNY, 
North Bay 
10/22/90 CanWest Communications Global Communications Ltd. Clll, Toronto 
Enterprises Inc. & rebroad. 
in Ontario 
02/06/91 Western International Allarcom Ltd. CITV, Edmonton 


Communications Lt. 


* Dates record CRTC approval of the transactions. 


CKRD, Red Deer 


Note : Acquisitions pending CRTC approval 


™ theagreementin principle announced March 15, 1991, under which CanWest Global Communications 
Inc. will invest up to $65 million in CFCF Inc., Montreal, in return for a 49% share of CTV affiliate CFCF 
anda51% share of a twin stick Global license or, failing approval by the CRTC, an option to purchase 


100% of CFCF. 


@ theagreementin principle signed by Western International Communications Inc. in February 1991 to 
purchase CHCH, Hamilton, from Maclean Hunter Ltd. 
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If the industry can no longer finance itself nor carry additional long-term debt, 
the remaining avenue will be to seek equity investment. Performance 
indicators, however, point downward for the industry. The return on sales or 
after-tax profit margins dropped from 10.7% in 1985 to 4.0% in 1989, an 
average annual decline of 22%. (TABLE II.1) 


In summary, the private television industry has limited capacity for additional 
debt financing and limited attraction for equity investment. 


Financial analysts are generally concerned by the situation developing in 
Canada’s private television industry. A study of the broadcasting and cable 
television industries carried out last year by a large brokerage firm* showed: 


is a tendency to attach greater value to intangible assets 
(e.g. licenses) deriving from the consolidation process; 
such intangible assets represented 5.5% of total assets 
in 1979, rising to 18.5% in 1988; 


a lower liquid assets, aS exemplified by the current ratio 
(short-term assets to short-term liabilities) which de- 
clined from 1.45 to 1.20 over the same period; 


ee a fall of the return on equity (ROE) from 22.6% in 1979 
to 8.6% in 1988. 


The study concluded that recent returns were “insufficient to maintain the 
growth status of the industry” and that investors should tread carefully until 
there were clear signs the situation had improved. 


* Burns Fry Ltd., Canadian Broadcasting and Cable Television in the 1990s, April 1990. 
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The CBC 


The Canadian Broadcasting Corporation struggled just as much as private 
television to keep its head above the water during the period under study. 
Since it cannot by law incur a deficit, it had to severely clamp down on 
expenses to break even. 


An examination of the CBC’s annual reports for the 1986-1990 period 
(TABLE II.3) reveals the following: 


i Parliamentary appropriations increased slightly, at a 
yearly average rate of 3.4% before accounting for infla- 
tion; 

B Operating revenues, mainly derived from advertising in 


the two television networks, recorded a strong average 
annual growth (14.0%), reflecting the public broadcast- 
ers need to rely on the advertising market to offset the 
decline of public funds; 


se Operating expenses increased at a pace only slightly 
ahead of inflation, 6.1% a year on average, between 
1986 and 1990: 


me Operating revenues in 1990 accounted for more than 
27% of operating expenses compared to 20.3% in 1986 
while operating parliamentary appropriations, as a per- 
centage of operating expenses, decreased from 76.6% 
to 65.0%; 


& Television expenses accounted for about 68% of total 
operating expenses each year, of which programming 
absorbed 85% and distribution 15%, indicating a much 
higher level of programming expenses than in the pri- 
vate sector. 


WML 


Table II.3 


Evolution of CBC's* Revenues, Expenses and Parliamentary Appropriations, 1986 to 1990 


(in millions of $) 


a 1986 i. 1987 1988 1989 1990 Average 
—, bil Annual Growth 

Parliamentary Appropriations 

Operating 789.6 782.7 792.3 810.4 849.3 1.8% 

Capital 65.2 68.4 91.3 100.9 128.0 18.4% 

Working Capital PAs) 4.0 4.0 4.0 44 13.2% 

Total 857.3 855.1 887.6 915.3 981.4 3.4% 
Operating Revenues 

(Net advertising and Miscellaneous) 208.9 232.6 284.5 317.9 353.0 14.0% 

(% of Operating Expenses) 20.30% 21.7% 25.3% 26.7% 27.0% 7.5% 


Operating Expenses 
(National Broadcasting Service and 
Other Services) 1,030.2 1,073.1 1,124.8 1,191.1 1,305.9 6.1% 


(Television Expenses) (700.0)e (731.8) (766.3) (813.2) (888.4) 6.1% 


He 
* Television and Radio 


Source: 1989-90 CBC Annual Report 


Since 1986, public funds have declined steadily as a percentage of the CBC’s 
operating income, leading management to reduce services to the Canadian 
public. The CBC should be in a position to see more than one year ahead. To 
be able to meet programming objectives and plan for the future, the CBC 
needs to know what resources will be available to it. Its financial instability 
reflects on the entire television industry and unduly complicates the task of 
those who must oversee its spending. 


RECOMMENDATION 


In the best interest of the Canadian public and the 
Canadian broadcasting system, this Task Force 
believes the CBC should receive adequate, ongo- 
ing, and stable public funding to enable it to fulfil its 
mandate. Multi-year funding is essential to enable 
the CBC, the CRTC, and the rest of the industry, 
including private broadcasters, to plan and manage 
their operations better. The Task Force believes that 
a revolving three-year funding plan would be rea- 
sonable. 
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While the Task Force was in the middle of its consultations in early December 
1990, the CBC announced the closing of television production at eleven 
regional and local stations, resulting in the layoff of 1,100 employees. 


CBC stations in Goose Bay and Matane were closed. Local French-language 
news production at CBC Toronto has ceased, and in other locations such as 
Rimouski, Sept-lles, Windsor, Saskatoon and Calgary, stations were re- 
duced to bureaus - “store-front” news operations that will feed stories to 
regional production centres. 


The Task Force firmly believes that there were many other areas where the 
CBC could have trimmed its expenses without reducing services. It is 
surprising that the Corporation would have chosen to start by denying 
services to its customers. Our impression is that the CBC chose to cut down 
its expenses where it is more visible rather than rationalize its administration. 


If the CBC does not intend to resume production in the eleven local and 
regional stations affected by its decision, it should be prepared to hand back 
its licenses to the CRTC and accept bids from private interests to take over 
these establishments as CBC affiliates. 


RECOMMENDATION 


The CBC should invite bids from the private sector 
to take over the regional and local stations where 
production has been closed and be prepared to 
surrender the license when there is an interested 
buyer. 
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Industry differences 


This general survey does not identify the differences between the various 
elements of the private television industry. The Canadian Association of 
Broadcasters (CAB) claims that industry consolidation in English Canada, for 
instance, is primarily motivated by the need to increase effective bargaining 
power with U.S. program suppliers and bolster Canadian program financing 
capacity. In French Canada, consolidation has linked cable and conventional 
television to expand revenue opportunities and augment Canadian program 
financing and production capacity. While the financial performance of the 
industry as a whole has been deteriorating, the difficulties experienced by 
French broadcasters have been much more acute. 


English television retains some profitability, but French-language television 
experienced a striking drop especially since 1988. (TABLE II.4, CHARTSII.2 
& 11.3) 


Table II.4 


Comparison of Profit Margins 
Between English and French Private Television 


Operating Margin 
English 24.1% 
French 24.9% 


Pretax Profit Margin 
English 18.9% 
French 19.4% 


After-tax Profit Margin 
English 10.5% 
French 12.2% 


= 
Source: Statistics Canada 
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Chart II.2 


Private French Stations Profitability as a % of Total Revenues 


25.0% 


20.0% 


15.0% 


10.0% 


. 5.0% 


0.0% 


-5.0% 
1985 1986 1987 1988 1989 


a Operating income ] Pretax Profits “ After-tax Profits 


Source: Statistics Canada 


Chart II.3 


| Private English Stations Profitability as a % of Total Revenues 


1985 1986 1987 1988 1989 


@ Operating Income B Pretax Profits “= After-tax Profits | 


Source: Statistics Canada 
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French-language television’s loss of profitability is due to a variety of factors. 
The most often cited are: 


2 the introduction of a third general service (Television 
Quatre Saisons), first in Montreal, then in Quebec City, 
starting in 1986; 


a the increase of commercial availabilities from eight to 
twelve minutes on the CBC’s French network; 


| the increase in program expenses; 


s the introduction of five French-language specialty servi- 
ces -TV5, MusiquePlus, Réseau des Sports, Canal 
Famille, MéteoMédia - on the basic cable service; and 


e the introduction of six minutes per hour of advertising on 
Radio-Québec. 


Some of these factors - new conventional and specialty services, CBC 
commercial sales, and escalating program costs - were also at work in 
English-speaking markets, but they have had less impact because of the size 
of the market and the broadcasters’ ability to assimilate them. 


The rate of revenue growth for French-language television has exceeded that 
of English-language television, but expenses have risen faster. TABLESII.5A 
& II.5B illustrate the differences in the growth of revenues and expenses 
between French and English private television. 
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Table II.5A 


P| DP. BILITY OF PRIVATELY-OWNED TELEVISION BR ASTING | TRY 
CANADA, 1985 TO 1989 


(in thousands of $) 


FRENCH STATIONS 


140,029 
17,006 


151,065 
16,900 


165,997 
19,148 


204,404 
41,349 


Advertising 
Other 


Revenues 


Total 157,035 167,965 185,145 213,036 245,753 
Operating income 39,154 34,345 3,369 75 5,208 -39.6% 
% of revenues, 24.9% 20.4% 1.8% 0.0% 2.1% -46.0% 


ezeo | o7s2__| 9,080 12,970 
Interest 8,059 7,426 10,044 13,802 
Total Expenses | 192220 | 145.661 | 198.202 | 254520 | 266,717 


Net operating income 24,806 22,304 (13,137) (21,493) (20,964) eoerele 
% of revenues 15.8% 13.3% 7.1% -10.1% 8.5% 

Net profit (loss) before income taxes 23,788 1,016 (8,329) 
% of revenues, 19.4% 17.4% 12.8% 0.5% -3.4% 

Net profit after income taxes 19,179 14,076 475 (8,235) aaa 
% of revenues 12.2% 9.2% 7.6% 0.2% -3.4% 


* In 1987, 1988 and 1989 the major component is the amortization of CFJP (Télévision Quatre Saisons) start-up expenses. 


Source : Statistics Canada 


Table II.5B 


XP! ND P ABILITY OF PRIVATELY-OWNED TELEVISION BROADCASTING | TRY 
-CANADA, 1985 TO 1989 


(in thousands of $) 
ENGLISH STATIONS 
Average 
Annual Growth 


Advertising | 744,741 773,118 814,093 907,363 965,987 
Other 59,165 67,210 66,650 68,977 64,237 
Total | 803,906 840,328 880,743 976,340 1,030,224 

610,392 651,084 691,631 768,701 863,167 


Expenses (excluding interest & depreciation) 
Operating income I 189,112 207,639 
; : 21.5% 21.3% 


(% of revenues, 
; : 31,427 35,214 


Revenues 


-3.6% 
-9.4% 


7.8% 


Depreciation 
. : 27,923 30,033 
750,981 833,948 939,917 9.0% 


Total Expenses 
Net operating income 139,200 129,762 142,392 90,307 -10.3% 
17.3% 14.7% 14.6% 8.8% 15.6% 


13,158 


Other adjustments, income (expenses) 
Net profit (loss) before income taxes 


151,721 137,178 145,420 103,465 


c 14.9% 10.0% 
% of revenues, 18.9% M, "a 


Net profit after income taxes 


84,087 83,543 70,607 
10.5% 9.9% 8.0% 


Source : Statistics Canada 
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The combined revenue of French-language stations grew by 11.8% from 
1985 to 1989, compared to 6.4% for English-language stations. Expressed 
per reporting unit, however, the growth was only 0.5% in French-language 
television compared to 3.7% for the English. The advertising revenue of 
French-language stations increased by 9.9% over the period, but the increase 
in the number of reporting units - from 15 to 23 - converted this gain into an 
average individual decline of 1.2%. 


The added revenue generated by the arrival of new players in the market was 
insufficient to ensure an acceptable growth of individual stations. An exacer- 
bating factor has been the advertising rate war Montreal stations engaged in, 
by their own admission. A sudden, massive influx of market entrants is bound 
to depress rates temporarily, but not to the extent nor for the length of time 
observed in Montreal where the competitors’ actions have precipitated a near 
market collapse. 


On the English side, individual reporting units derived a 4.0% growth of 
advertising revenue from the overall increase of 3.7%. There were more 
pronounced fluctuations in some of the individual English-language markets 
where new conventional services were introduced, but they did not have 
much of an effect on national averages. The declines in areas like Halifax and 
Winnipeg were more than offset by the steady growth of large markets such 
as Toronto and Vancouver. In the French-language market, an imbalance in 
Montreal which is so dominant is immediately reflected on the whole. 
(TABLES II.6A & II.6B) 
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Table II.6A 


REVENUES, EXPENSES AND PROFITABILITY OF PRIVATELY-OWNED 
TELEVISION STATIONS, CANADA, 1985 AND 1989 


(In thousands of $) 
Average per reporting unit 
FRENCH STATIONS 


Advertising 
Other 
Total 


Operating income 
(% of revenues) 
Depreciation 


Net operating income 

(% of revenues) 

Other adjustments, income (expenses) 
Net profit (loss) before income taxes 
(% of revenues) 

Net profit (loss) after income taxes 

(% of revenues) 


Source : Statistics Canada 


Table 1I.6B 


REVENUES, EXPENSES AND PROFITABILITY OF PRIVATELY-OWNED 
TELEVISION STATIONS, CANADA, 1985 AND 1989 
(In thousands of $) 


Average per reporting unit 
ENGLISH STATIONS 


Aovertising 


Revenues Other 
Total 


Expenses (excluding interest & depreciation) 
Operating income ie 
(% of revenues) 

[Depreciation 
Interest 

Total Expenses 

Net operating income ii 

(% of revenues) 

Other adjustments, income (expenses) 

Net profit before income taxes | 
% of revenues) 
Net profit after income taxes | 
(% of revenues) 

Reporting units 


Source : Statistics Canada 
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Cost of operations 


Expenses are spiralling. French-language stations saw their expenses be- 
fore interest and depreciation rise by 19.5%, or 7.4% on average yearly from 
1985 to 1989 compared to 9% overall and 6.3% per reporting unit in English- 
language television. The decline in net operating income was much more 
significant in French-language television. From $24.9 million in 1985, the 
situation degenerated to such a point that it had become negative (-$21.0 
million) by 1989, a drop of more than $45.9 million. Part of the blame must 
be laid on broadcasters themselves. For example, the expected increase in 
program expenses resulting from keener competition was aggravated in 
Montreal by the stations’ predatory practices. Competitive bidding on pro- 
grams drove prices up artificially. 


In the English-language market, the decrease in absolute dollars was also 
very pronounced ($48.9 million), but not to the extent of generating a loss. 
This decline in net operating income went from $139.2 million in 1985 down 
to $90.3 million in 1989. (TABLE II.5B) Indeed, all profitability indicators 
followed the same trend during the period, both in French and English- 
language television. 


French-language television’s dependence on a limited market has led private 
broadcasters to diversify vertically and horizontally. CFCF Inc., which owns 
Telévision Quatre Saisons, and Vidéotron/T élé-Métropole each own production 
facilities: Champlain Productions and Groupe Techner respectively. The two 
companies respectively control 13% and 48% of the Quebec cable market. 
CFCEF Inc. also owns English station CFCF, which generates more revenue 
than the whole Quatre Saisons network. Vidéotron has expanded its cable 
holdings in other provinces and in Europe. Vidéotron has also diversified its 
holdings into other media. 
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Program expenses 


Program and sales and promotion expenses went up sharply in the private 
television industry from 1985 on - but particularly since 1987, as a result of 
heavier Canadian program investments required by the CRTC as conditions 
of license and stiffer competition for programs and advertising revenue. 
Average annual growth exceeded 12% during the period, a rate higher than 
that of other expense items. (TABLE II.7) 


Table II.7 


EXPENSES OF PRIVATELY-OWNED TELEVISION STATIONS 
CANADA, 1985 TO 1989 
(in thousands of $) 


TOTAL STATIONS 1985 1986 | 1987 1988 1989 || Average 
Ae Annual Growth 

Programs 438,338 _ | 488,521 544,680 | 612,640 | 696,641 12.3% 
Technical 60,236 54,403 | 60,906 62,757 LAGATS 4.2% 
Sales/Promotion 85,881 92,954 103,414 | 120,262 135,806 ei 12.1% 
Administrative & General 143,818 148,825 164,407 187,659 200,149 8.6% 3) 

Sub-total | 728,273 784,703 873,407 983,318 LOS V2. | 11.0% $3 
Depreciation 32,420 34,853 40,507 46,739 51,027 12.0% 
Interest 36,242 29,269 35,349 39,934 51,894 9.4% | 

Sub-total | 68,662 64,122 | 75,856 __| 86,673 102,921 B 10.6% 
TOTAL 796,935 848,825 949,263 1,069,991 | 1,206,633 = 10.9% S| 

EXPENSE DISTRIBUTION IN PERCENTAGE 
1985 1986 1987 1988 1989 Ful Average 
[ie eee eer 

aise ae 55.0% | 57.6% 57.4% 57.3% 57.7% 57.0% 
Technical 7.6% 6.4% 6.4% 5.9% | 5.9% | 6.4% 
Sales/Promotion 10.8% 11.0% 10.9% 11.2% 11.3% 11.0% 
Administrative & General 18.0% 17.5% 17.3% 17.5% 16.6% 17.4% 

Sub-total [ 91.4% 92.4% 92.0% 91.9% 91.5% _j 91.8% 
Depreciation 4.1% 41% 4.3% 4.4% We 4.2% I 4.2% 
Interest 4.5% 3.4% SHO 3.7% 4.3% 4.0% 

Sub-total 8.6% 7.6% 8.0% ake 8.1% 8.5% 8.2% 
[TOTAL 100.0% | 100.0% | 100.0% | 100.0% 100.0% || 100.0% _| 


Source : Statistics Canada 


Competition also escalated the cost of acquiring foreign, mainly U.S., 
programs. From 1985 to 1989, the Canadian Association of Broadcasters 
estimated the average annual growth in the cost of foreign programs at 
12.9%, with an increase of 21.9% between 1988 and 1989. Bids by one 
network to raid the property of another network, whether or not they were 
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successful, often resulted in significant inflation in the cost of purchase of a 
program. After such attempts, the cost of Cheers, Empty Nest, China Beach, 
and Head of the Class climbed by up to 40% in one year. 


For similar reasons, the rights to World Skating Championship events have 
multiplied nearly tenfold since 1985. For most professional and some ama- 
teur sports events in Canada, there are intermediary rights holders. The most 
notable are the breweries which control hockey and baseball rights. Broad- 
casters believe that the existence of these intermediaries has further in- 
creased their cost. 


These escalating costs could be checked by cooperative buying arrange- 
ments. Broadcasters have advised the Task Force that there may be 
impediments to such arrangements under Canada’s Competition Actand U.S. 
antitrustlaws. The Task Force notes, however, thatthe effect of the Competition 
Act could be mitigated by specific regulatory requirements of the CRTC. The 
Task Force considers that there is an urgent need to curtail the cost of foreign 
program and sports rights acquisitions caused by the current bidding process. 
Broadcasters should actively explore all the options open to them in this 
respect, including CRTC involvement in providing a regulatory exemption 
from the Competition Act. 


RECOMMENDATION 


The English and French public and private broad- 
casters should develop arrangements consistent 
with Canadian and U.S. competition laws for the 
cooperative purchase of U.S. programs. Similarly, 
they should examine the possibility of cooperative 
bidding for major sports events such as NHL hockey, 
CFL football, the Olympics, and other world sports 
events. 


CM lddédaeddddddeedddeeeedddddddddddddtta..) TLECECX@Z@_ CEEECCAAAZAZAZZZ 


High cost of Canadian programs 


The CTV network claims the opportunity cost of Canadian entertainment 
programming has also increased. By “opportunity cost”, CTV means the profit 
margin differential between one hour of Canadian programming and one hour 
of even a low-rated U.S. show. CTV contends each hour of Canadian 
entertainment now represents over $5 million in lost annual profit margin. 


One way to lessen this opportunity cost is to increase the audience for 
Canadian programs. The Task Force is satisfied that the Canadian television 
industry is capable of producing programs that are competitive with those of 
any other country. There is less satisfaction, however, with the industry’s 
promotion of its programming. The Task Force believes that much more can 
be done to make Canadians aware of the excellent, indigenous programming 
available to them. The CRTC’s regulations should encourage the use of the 
television medium for the promotion of Canadian programs. The current 
television regulations include such promotion in the definition of “advertising 
material” and thereby place limits on the time permitted for announcements 
promoting Canadian programs. 


RECOMMENDATION 


The CRTC should amend the definition of “advertis- 
ing material” in the Television Broadcasting Regu- 
lations, 1987 to exclude material which promotes 
Canadian programs. 


The CTV network also complains it has been burdened with unfair Canadian 
program requirements compared to Global Television, which it considers its 


direct competition. 


At its last license renewal, March 24, 1987, CTV was required by the CRTC 
to increase its Canadian drama programming in prime time from one and a 
half hour per week in 1985-1986 to four and a half hours by 1991-1992. Over 
and above the cost of the additional hours of Canadian drama, it was required 
as a condition of license to spend a minimum of $403 million on Canadian 
programs over the five-year period of its license. 
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The network now claims that its revenue is falling short of the estimates on 
which these conditions of license were based and that it is hard pressed to 
discharge them. As aresult, CTV says it is facing a financial crisis which could 
alienate some of its member stations and put it on the brink of collapse. 


Yet, as a percentage of overall expenses, program spending in English- 
language television increased at a significantly lower rate (9.1% per year) 
than on the French side (31%) from 1985 to 1989. There was relatively slow 
growth in technical expenses. They rose only 4.2% overall from 1985 to 1989. 
In French-language television, where they actually decreased by an average 
4.8% over the period, this may mean that equipment maintenance and 
replacement are being neglected or delayed and that major capital outlays will 
have to be made some time in the future. 


An examination of the expenses of private television by language (TABLES 


11.8 & 11.9, CHART II.4) shows that the major variations noted in the previous 
table are mostly attributable to French television. 


Table II.8 


Technical 


Sales/Promotion 


Administrative & General 

Sub-total 
Depreciation 
Interest 8,059 
Sub-total | _14,348 


EXPENSES OF PRIVATELY-OWNED TELEVISION STATIONS 

CANADA, 1985 TO 1989 

(in thousands of $) 
FRENCH STATIONS 
Bitte voce Ronin ene Mee 
Annual Growth 

16,405 
; 


32,230 | 42,067 | 44,718 
133,621 | 181,777 | 212,962 


6,752 | 9,080 11,524 
5,289 7,426 10,044 
12,041 ae 21,568 
145,662 | 198,283 | 234,530 


EXPENSE DISTRIBUTION IN PERCENTAGE 


48,972 
240,544 


Sales/Promotion 
Administrative & General 
Sub-total 


12.2% 
19.1% 


Depreciation 
Interest 


Sub-total 10.9% 
100.0% 


TOTAL 


Source : Statistics Canada 
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Table II.9 


EXPENSES OF PRIVATELY-OWNED TELEVISION STATIONS 
CANADA, 1985 TO 1989 
(in thousands of $) 


ENGLISH STATIONS 

1986 1987 1988 1989 Average 
oe ee ee ee 
Programs 389,092 | 417,956 
Technical 42,817 | 43,720 | 44,622 | 49,004 56,800 
| 105% | 


Sales/Promotion 


77,816 | 91,917 10.5% 
109,007 | 116,596 | 122,340 | 140,538 
28,100 | 31,427 10.3% 


28,183 | 23,980 | 27,923 38,093 7.8% 
52,080 | 59,350 76,750 9.0% 
703,164 | 750,980 | 833,949 


Sub-total 
939,918 9.0% 
EXPENSE DISTRIBUTION IN PERCENTAGE 


i a 
58.4% 
11.0% 
92.6% 
3.9% | 4.0% 
100.0% 


664,707 


n 


8.2% 
100.0% 


Sub-total 


Source : Statistics Canada 
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Chart II.4 


Expenses of Privately Owned 
Television Stations, 1985 and 1989 


A. ENGLISH 9 
3.9% 4.2% 


Sales/Promotion 


| 

@ Programs 

® Technical 
| a 
| @ 


1985 Administrative & | 1989 
General | 
Depreciation 
9 
B. FRENCH : 8.1% Interest | 


26.3% 


54.4% 


12.4% 13.2% 
1985 1989 


Source: Statistics Canada 
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In French-language television, between 1985 and 1989, 


| program expenses nearly tripled, rising from $49.2 mil- 
lion to $145.2 million; 


technical expenses fell at an average annual rate of 
4.8%; 


@ sales and promotion expenses doubled from $16.4 
million to $32.1 million; 


: administrative and general expenses rose by an aver- 
age of 8.9% a year, and 


i depreciation doubled, from $6.3 million to $12.4 million. 


Because of the strong growth in programming and sales and promotion 
expenses, the relative share of each item fluctuated greatly. The percentage 
distribution of expenses in French-language television came closer to the 
Canadian norm in 1989. In English-language television, the shares allotted to 
each item of expenses varied much less. 


The point can be made that private French-language television invested too 
little in its programming expenses in 1985. Program spending accounted for 
only 37.2% of total expenses compared to 54.4% in 1989. At 54.4%, it should 
be noted, the proportion of expenses devoted to programs in French- 
language television is still below the 58.7% apportioned by English television. 


The notably higher spending of Téle-Metropole was due in large part to 
commitments arising out of its license renewal in 1985 and its transfer of 
ownership to Le Groupe Vidéotron Ltée in 1987. 


At the public hearing for renewal of its license, Telé-Métropole promised to 
produce 61 hours a week of local programming and spend $40 million (with 
5% annual increments over the license term) on Canadian content. 


These commitments were considerably enriched by Le Groupe Vidéotron 
Ltée when it successfully applied to obtain the control of the station. Videotron 
promised to spend $55 million in benefits over the five-year period (1987- 
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1992), an estimated $30 million over and above Télé-Meétropole’s existing 
commitments. The most significant undertaking was to spend $19.5 millionon 
independent Canadian productions. Other major commitments included: 


8 $8.3 million ($5.3 million in new money) for the produc- 
tion, promotion and programming of recordings of Fran- 
cophone performers in Quebec; 


] $3 million additional funds for children’s programming; 

‘a an increase of weekly local production from 61 hours to 
69 hours, raising Canadian content to 63% for the full 
day. 


In aletter to the CRTC June 6, 1990, Télé-Métropole provided tables showing 
the commitments and the amounts actually expended in their fulfilment. They 
indicated that $149.2 million had been spent, $16.8 million over and above the 
$132.4 million cumulative commitment of 1987. 


Program spending by Television Quatre Saisons also sprang in good part 
from commitments made at the time of licensing. The licensee, CFCF Inc., 
promised that nearly all local programs other than news and public affairs 
would be produced independently. The applicant promised to spend $14.6 
million on programming in the first year, of which $8.6 million were to be spent 
on outside production. CFCF’s subsidiary, Champlain Productions, would not 
be used as an independent producer in this context. 


The applicant made a major commitment to Canadian drama production by 
promising a Monday to Friday series comprised of 30-minute episodes to be 
broadcast during peak viewing hours. The applicant announced plans to 
expand the Canadian drama content by co-producing films with theatre 
companies in Canada and France. 


CFCF Inc. also sought permission to establish a station in Quebec City, 
proposing a small amount of local programming and local advertising sales. 
The Quebec part of the application was denied, but CFCF was invited to 
reapply for a repeater station that would not solicit local advertising. Such an 
application was made and approval given on March 4, 1986, for the establish- 
ment of CFAP-TV in Quebec City. 
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In June 1988, the CRTC approved an amendment to the Quebec City license 
involving, initially, six hours and a half per week of local production, increasing 
to 12 hours by 1990. Permission to solicit local advertising was granted. In that 
application, CFCF claimed that it would invest $52 million over five years, $20 
million of which would be spent on local programming. 


Several television broadcasters have argued that Canadian program require- 
ments and stringent conditions of license, imposed at a time when the overall 
economy and their own particular conditions were much more sound, now 
threaten their financial stability. In the circumstances, it seems reasonable to 
suggest that they return to the CRTC and ask for temporary relief from their 
commitments. It should be stressed, however, that such relief, if deemed 
warranted by the CRTC, should only be temporary. If it be true that good, 
competitive Canadian programming is ultimately Canadian television’s only 
effective rampart against a U.S. invasion of the air waves, as often stated 
throughout this report, it would not serve broadcasters in the long run to be 
spared the investment of money and efforts necessary to achieve it. 


RECOMMENDATION 


The CRTC should formally review the impact of its 
regulations, expectations and conditions of license 
on all television broadcasters to ensure their 
affordability by the industry in today’s competitive 
environment. Television licensees burdened with 
conditions of license not realistically achievable in 
today’s economy should apply to the CRTC for 
temporary relief. 


Competition for programs between the networks also caused an extreme 
swelling of costs. The average cost of purchase of film and foreign program 
rights at Télé-Métropole increased by 74.3% from 1985 to 1989. 

The rights to one daily quiz show jumped overnight from $300 to $2,000, 
representing an annual increase of $442,000. The cost of Surprise sur prise, 
Quatre Saisons’ most successful show, increased sevenfold in three years, 
and the cost of its reruns multiplied by eighteen”. 


f j j ] inflation. But when Quatre Saisons sought 
: BC drew the Task Force’s attention to this extraordinary in 
Hs a the cost of Surprise sur prise down in early April 1991, the CBC took the program away from the 
rivate network. The money involved was not disclosed, but newspapers reported that the producer 
isiitied that the agreement was even more lucrative than the one he had with Quatre Saisons. 
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The CRTC generally requires television broadcasters to devote specific funds 
to the development of Canadian programs through activities such as the 
solicitation of scripts or program outlines and the making of pilot programs. 
The money expended in program development involves a high degree of risk 
because many projects, for a variety of reasons, do not reach the stage of on- 
air presentation. The Task Force considers that the CRTC should give special 
recognition to development projects. For example, a credit involving a 
multiple of the money spent on development projects could be recognized in 
relation to the broadcaster’s required expenditures on Canadian program- 
ming. 


RECOMMENDATION 


Seed money invested by television broadcasters in 
the development of Canadian programs should be 
given special recognition by the CRTC in its regula- 
tory requirements in order to stimulate more deve- 
lopmental production activity. 


Ephemeral recording exemption 


For some time, the Canadian broadcasting industry has been urging the 
federal government to amend the Copyright Act to exempt from copyright 
liability the making of ephemeral recordings for broadcast use. Such an 
exemption would allow broadcasters to record programming material for 
which they had already acquired the performance rights without also having 
to obtain the recording rights. Copyright legislation in the United States, the 
United Kingdom, Australia and other countries recognizes an ephemeral 
recording exemption. 


The need for such an exemption has been highlighted by a recent Supreme 
Court of Canada judgment in which a broadcaster prerecorded for later 
broadcast a song for which a performance license fee had been paid. The 
Court held that the performance right did not include an associated recording 
right under Canada’s copyright law. The Task Force believes that the 
separate acquisition of the latter right should not be required where the 
recording is made only to facilitate the authorized broadcast of the work and 
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for certain other limited purposes such as compliance with CRTC regulations 
and the retention of programming material by a broadcaster for its own 
reference. 


RECOMMENDATION 


It is recommended that the government amend the 
Copyright Act at an early date to provide for an 
ephemeral recording exemption. 


Specialty services 


The 1988-1989 fiscal year was akind of transition year for English and French 
specialty services”. Most of the services started in the fall of 1988, which 
explains why 1989-1990 results show such an extraordinary increase of 
revenues and profits compared to the previous year.(TABLE 1.10, CHART 
11.5) 


TABLE II.10 shows that 


ee the relative share of the various sources of income 
remained unchanged; 


| profits before interests and taxes increased significantly 
from 16.8% of total revenue in 1988-1989 to 21.6% in 


1989-1990; 
Bi profits before and after tax fell slightly during the period. 


By and large, specialty services performed strongly and their advertising 
revenue exceeded their projections at the time of licensing. 
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* English specialty services include: Newsworld, Vision, MuchMusic, The Sports Network, Youth Television, 


Channel. d ; ay i 
LA plat services are: TV5, Canal Famille, MusiquePlus, Réseau des sports, and MétéoMeédia. 
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Table I!.10 


EVENUES AND PROFITABI F SPECI i 
1989 and 1990 


$ million 


1988-89 1989-90 Annual 
YEAR 1 YEAR 2) Growth 


80.6 


Revenues 


(69.2%) (68.0%) 
30.4 52.9 
(26.1%) (27.0%) 
5.4 
(4.6%) 


116.4 


Before Interest and Taxes 19.6 


(16.8%) 
Before Taxes 14.8 

(12.7%) 
After Taxes 8.1 


(7.0% 


* includes: TSN, Much Music, YTV, Vision, Musique Plus, Canal Famille, TV5 
Météomédia/Weather Channel and RDS (in 1990 only). Newsworld is not included. 
Source: CRTC 


Chart 11.5 


Revenues of Specialty Services by Source, 1990 


5.0% 


27.0% 


H Subscriptions 
HH Advertising 
@ Others 


Source: CRTC 
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Cable television 


Cable is a particularly profitable member of the Canadian broadcasting 
system. It has managed steady growth through good and bad times. But the 
cable industry will need healthy resources to meet the challenge posed by 
direct broadcast satellites in the 1990's, as discussed in Chapter VII. 


Cable is a capital intensive business, with heavy initial costs - $6,500 to 
$12,500 per kilometer - for its distribution plant. In addition, cable has to cope 
with high technical obsolescence as channel capacity - only 12 in the 1960’s 
- pushes toward 60 to 100 in the 1990’s. 


In the latter part of the 1980's, the cable industry’s pre-tax profit grew at an 
average annual rate of 25.8% (TABLE Il.11, CHART II.6). Its 1989 profit before 
taxes reached $233.4 million or 20.2% of revenue. Cable subscriber revenue 
increased at an average annual rate of 18%, reaching more than $1 billion in 
1989. 


The industry succeeded in containing the average yearly growth rate of 
expenses (12.3%) below that of total revenue (14.5%), hence its ability to 
increase its profitability over the period. Technical and sales and promotion 
expenses increased at an average yearly rate of close to 15%, reflecting the 
industry's determination to entrench its position in an environment that 
threatens to become far more competitive with the proliferation of direct 
broadcast satellites. 


The CRTC changes to cable rate regulation on May 15, 1990, and copyright 
payments averaging $50 million per year from January 1, 1990, will slow down 


profit growth in 1990-1991. 


A number of Canadian cable companies have been investing in cable 
systems in the U.S. and Europe. In Canada, the cable business will continue 
to be driven by acquisitions and mergers designed to provide expanded 
service and economies of scale. 


WL ddddddddddddddddddddddddddddddddddde Wits 


Table 11.11 


REVENUES AND EXPENSES OF CABLE TELEVISION INDUSTRY, CANADA, 1985 TO 1989 
(in thousands of dollars) 


REVENUES 


Direct subscribers 635,347 727,003 772,682 1,034,223 
36,789 
672,136 767,039 870,625 1,153,586 


OPERATING EXPENSES 


Technical 179,673 205,245 222,340 243,295 309,573 
Programs 41,619 44,346 reyss) 55,920 
Sales/Promotion 22,783 28,155 29,774 | 36,165 
{Administration & General 162,189 180,523 206,254 235,164 
Sub-Total 509,943 570,544 663,859 

Interest 73,284 69,004 97,660 86,384 101,193 

Other adjustments, (income) expense 


TOTAL 578,956 626,191 723,689 794,122 920,168 


146,936 _| 195,386 
. 
89,137 
Net Profit after taxes as a % of revenues 
Ri g 970 828 
Source ; Statistics Canada 


Due to a method change in Statistics' Canada survey, there is a large decrease in reporting units between 1988 and 1989. 


Chart 11.6 


| Revenues and Profits of Cable Television Industry 


(in millions of dollars) 
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CHAPTER III 


THE IMPACT OF NEW SERVICES 


The Canadian television audience has been affected by two major changes 
in the 1980’s - greater fragmentation and broader viewing of Canadian 
programs. Both these trends have had a significant financial impact on 
television broadcasters. 


The objective of communications policy has been and should continue to be 
to keep Canadians tuned to Canadian television. No longer is it possible to 
isolate Canadians from the foreign electronic media, nor is it desirable. 
Programming is the key to retaining the Canadian public’s loyalty to the 
Canadian broadcasting and cable systems, especially in English Canada where 
U.S. stations exert a far more powerful attraction than in French Canada. 


In accord with this objective, the CRTC licensed in: 


1982 pay TV networks, of which only Super Channel, First 
Choice and Super Ecran are still in operation; 


1984 specialty services Much Music, The Sports Network, 
Telelatino and Chinavision on a discretionary cable 
tier; 


1985 the Life Channel, a national health and lifestyle 
specialty service, which ceased after one year; 


1987 one new pay television service (Family Channel) and 
nine new specialty services (four English, five French’) 
which together with MuchMusic and The Sports 
Network (TSN), were to be carried on the basic cable 
band; and 


1991 Viewers’ Choice Canada, to carry on an English- 
language pay television network undertaking for the 
distribution of a pay-per-view (PPV) service via satel- 
lite to cable affiliates in Eastern Canada (Ontario, 
Quebec and the Atlantic Provinces). 


————————— . : 
* Under the so-called "take one, take all” rule, Quebec cable distributors were forced to carry all or none 
of the five French-language specialty services for a start-up period of three years. 
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SPECIALTY SERVICES ON BASIC CABLE BAND 


French English 

mys YIV 

Canal Famille MuchMusic 
MusiquePlus The Sports Network 
Réseau des Sports Vision TV 
MeéteoMedia Newsworld 


Weather Now 


In addition, since 1985, new conventional television services have been 
licensed in Quebec, Saskatchewan, New Brunswick, Nova Scotia, Manitoba 
and Ontario. 


NEW CONVENTIONAL SERVICES 


License 

Service Market Date 
CFRE-TV Regina 09/12/85 
CFSK-TV Saskatoon 09/12/85 
CFJP-TV (TQS) Montreal 09/15/85 
CFAP-TV Quebec City 04/03/86 
CHMI-TV Portage-la- 05/08/86 

Prairie/ 

Winnipeg 
CBLN-TV London 01/05/87 
CIHF-TV Halifax 01/22/87 

Saint John 

Fredericton 


Moncton 
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Canadian program audience 


The audience share of Canadian programs on English television rose from 
26.7% in 1985 to 31.6% in 1989 (TABLE Ill.1, CHART III.1A). To put this in 
perspective: one share point translates into about $20 million of annual 
advertising revenue. 


While the CBC continued to account for a significant portion of Canadian 
programming audience, the bulk of the increase came from the private sector. 
It did not merely result from a greater availability of stations or services. 
Broadcasters - at greater costs - increased the quantity and the quality of 
Canadian programs. 


Canadian programs are more than ever attracting the public and achieving 
their intended cultural goals. As expected, those on French television have 
been especially successful in attracting audiences. They attracted 76.4% of 
the French-speaking audience in 1989 compared to 66.8% in 1985. The 
licensing of a third commercial French-language service has in part been 
responsible for the increase since the 1986-1987 season (CHART III.1B). 


A number of factors explain the audience growth of Canadian programs: 


& the active presence of Telefilm Canada in program 
development; 


ie the availability of private funds for independent televi- 
sion production through tax incentives, particularly in 
Quebec; 

ee increased competition, which resulted in the offering of 


better programs to viewers; 


ee the greater proficiency of television production crafts- 
men - writers, technicians, producers, and others; and 


we the demand of viewers who are in a position to compare 
local products with those originating from the U.S. 
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Table IIl.1 


Viewing of Canadian/Foreign Programs on English and French TV 
(6:00 AM - 2:00 AM) 


French | Engle 


1984-85 
1985-86 
1986-87 
1987-88 
1988-89 


BEES 
Growth 2.7% 6.6% 3.4% 1.4% 


Source: CBC Research (A.C. Nielsen, September-March) 


Chart IIl.1A 


Viewing of Canadian/Foreign Programs on English TV 
(6:00 AM - 2:00 AM) 
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Source: CBC Research (A.C. Nielsen, September-March) 
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Chart IIl.1B 


r — -_———— = = —_ a = = 


Viewing of Canadian/Foreign Programs on French TV 
(6:00 AM - 2:00 AM) 
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Source: CBC Research (A.C. Nielsen, September-March) 


Fragmentation 


Audience fragmentation resulting from greater viewer choice has had the 
adverse effect of diluting the advertising revenue available to television. Inthe 
competitive commercial environment, television’s product is its audience. 


Seen as a whole, English-language television does not appear to have 
suffered a great deal from fragmentation. Canadian stations have retained 
the 70% share of the audience they held in 1985. The share of U.S. stations 
has remained stable at 30%. Pay and specialty services gained only three 
points, from 2% to 5%. Independent stations won four points, from 11% to 
15%. But conventional networks have gradually lost audience share to new 
stations and specialty channels. The private English-language network, CTV, 
has lost a six-point share of the audience, from 29% in 1985 to 23% in 1989. 
The CBC and its owned and operated stations maintained their 13% share, 
but its affiliates lost two points, down to 6% from 8%. 


In French-language television, the arrival of new conventional and specialty 
services has had a profound effect on the audience. Television Quatre 
Saisons, which did not exist in 1985, had earned a 19% share of the total 
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audience by the fall of 1989. Pay and specialty services almost instantly 
gained four points when four new services were offered in bulk on the basic 
cable tier in the fall of 1988. They now hold a 5% share of the audience. In the 
process, private network TVA lost 10 points, moving from a 52% share of the 
audience in 1985 to 42% in 1989. Radio-Canada, its owned and operated 
stations, and its affiliates lost an aggregate 13-point share of the audience, 
from 42% to 29%. 


The two original French-language networks’ audience share in 1985 was 
much higher than their English counterparts’, reflecting francophone loyalty 
to French-language stations and the relatively late addition of a third network. 
The size of their loss is explained by the unusually high audience share they 
held prior to Quatre Saisons’ entry into the market. (TABLE Ill.2) 


Table Ill.2 


Percen hare of Viewin ions Gr in 


for oe oe French Language Television 
nada, All Persons 2+ 


poe 29 28 27 26 23 -6 
Global 6 6 6 6 7 1 
Independants 11 12 13 15 15 4 
CBC O&0's 13 14 14 13 13 0 
Affiliates 8 8 8 6 6 -2 
TVO 1 1 1 1 1 0 
USA 30 29 29 29 30 0 
Pay & Specialty 2 2 2 4 5 3 
TOTAL 100 100 100 100 100 
French-Language 

“TVA 52 47 43 43 42 -10 
TQS* - 6 ued 16 19 19 
SRC O8&0's 30 28 24 23 22 -8 
SRC Affiliates 12 if 9 8 L 5 
R-Q 5 6 6 5 5 0 
Pay & Specialty iI 1 2 5 5 4 
Other - 1 1 - - 0 
TOTAL 100 100 100 100 100 


* TQS: on air September 1986 
Source: Marketing Research, Marketing Analysis Division, CRTC 
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Impact on individual markets 
The relative audience shares of local stations in major markets indicate that 


| nearly all conventional stations lost a good share of their 
viewers with the arrival of newcomers; 


re the viewing of specialty channels (included in “others”) 
is significantly increasing everywhere; 


& the viewing of U.S. stations is declining everywhere. 


In markets where no new station was licensed (Toronto and Vancouver), 
conventional stations retained their audience shares. In these cases, the 
audience of specialty channels was repatriated from U.S. stations. 


In Montreal, CFJP, Télévision Quatre Saisons’ flagship station, achieved a 
14% share of the audience and VCR, pay and specialty channels gained 3% 
at the expense of CFTM (Tele-Meétropole)*, CBFT (Radio-Canada), CFCF 
and U.S. stations.(TABLE III.3A) 


Table III.3A 


TV Mark hares - Montreal 
(% of total hours) 


Television station 
CFTM 26 23 3 
CBFT 23 18 5 
CFJP - 14 14 
CFCF 16 11 5 
CBMT 7 5 -2 
CIVM 4 4 0 
Others* 9 12 3 
USA 15 13 “2 
TOTAL 100 100 0 


alte 
* Specialty channels, VCR, Pay-TV 
Source: CRTC 


j j 3/6-Meé in 1985 is subject to reservation since the 

J % share of the audience attributed to Tele Metropole in 
ik then crippled by a protracted technicians' strike. One should go back to 1984 fora more 
accurate idea of Télé-Métropole's audience loss following the introduction of Quatre Saisons. In 1984, Télé- 


Métropole's audience share exceeded 30%. 
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In Winnipeg, the new conventional station CHMI obtained a 12% share of the 
audience andVCR, pay and specialty services increased 9% at the expense 
of CKY (-9%), CKND (-3%), CBWT (-1%) and U.S. stations (-8%). (TABLE 
111.3B) 


Table III.3B 


TV Market Shares - Winnipeg 
(% of total hours) 


Television station 
CKND 
CKY 
CBWT 
CBWFT 
CHMI 


Others* 
USA 


TOTAL 
* Specialty channels, VCR, Pay-TV 
Source: CRTC 


In Toronto, where no new conventional station was licensed during this 
period, the market absorbed specialty services more smoothly. The specialty, 
pay-TV and VCR services' 5% increase was matched by two established 
conventional stations, CFMT (+3%) and Global’s Clll (+2%). Baton Broad- 
casting’s CFTO lost a 6% share, the CBC flagship station CBLT lost 1%, 
Hamilton’s CHCH 1% and U.S. stations 2%. (TABLE III.3C) 


Table III.3C 


TV Market Shares - Toronto 
(% of total hours) 


1985 1989 1985-1989 
Ga 


%o Yo 
Television station 
CFTO 19 13 -6 
CBLT 12 1 4 
CFMT 2 5 3 
Cill 13 15 2 
CITY 9 9 0 
ciIcO 2 2 0 
CHCH 7 6 = 
CBLFL 0.5 0.5 0 
Others* 12.5 17.5 5 
USA eo -2 
TOTAL 100 100 0 


* Specialty channels, VCR, Pay-TV 
Source: CRTC 
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Like Toronto, Vancouver gently assimilated the VCR, pay and specialty 
services’ 5% audience gain. CHAN lost 4%, CBUT 2%, and CHEK 1%. CKVU 
managed to increase its share of the audience by 4%, and U.S. stations 
regressed 2%. (TABLE III.3D) 


Table III.8D 


TV Market Shares - Vancouver 


(% of total hours) 


1985-1989 
Gap 
Television station 

CHAN 23 -4 
CBUT 16 -2 
CBUFT 0.5 0 
CHEK 6 -1 
CKVU 10 4 
KNOW 1 0 
Others* 5.0 5 
USA 39 -2 
TOTAL 100 0 


* Specialty channels, VCR, Pay-TV 
Source: CRTC 


Finencial impact 


New conventional and specialty services had a severe impact on the financial 
situation of established television broadcasters. 


To preserve the confidentiality of the financial information obtained from the 
various stations, we resorted to two control groups to illustrate the impact of 
new services on individual markets. The first group includes three markets 
where one or two new conventional stations have been licensed in 1986 and 
1987. It comprises Montreal, Winnipeg/Portage-la-Prairie, and Regina/ 
Saskatoon. The second group includes Toronto and Vancouver, which were 
spared a new market entrant in the latter half of the 1980's. 


Revenues in both groups increased at a pace slightly higher than the national 
average of private television stations (7.3%) and much higher than the rate 


of inflation (4.2%) during the period. 
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Expenses, however, showed striking differences. In the group of cities where 
new conventional services were licensed, expenses increased at an average 
annual rate of 17.4% from 1985 to 1990. In the other group, they also 
increased considerably, but at a lower pace (10.4%). Thus, markets suffering 
no other disturbance than specialty services managed to contain their 
expenses, but in both groups the rate of growth of expenses was higher than 
that of revenue. 


Both groups then experienced a decrease of operating income over the 
period. The first group showed a deficit of 6.7% in its 1990 operating income 
while it had been a healthy 29.2% of revenue in 1985, a shift of 35.9%. The 
same trend applied to profits before interest and taxes and to profits before 
tax. (TABLE III.4A, CHART III.2A) The second group, although showing a 
decline over the period, remained financially sound in 1990. (TABLE Ill.4B, 
CHART III.2B) 


Itis safe to conclude from this data that increased competition in the television 
broadcasting industry entails cost increases far more substantial than the 
markets’ ability to generate new revenue. 


Table IIl.4A 


Revenues, Expenses and Profitability of Privately-Owned 
Television in Selected Markets 


Montreal, Winnipeg/Portage-La-Prairie and Regina/Saskatoon 


va Average 
1985 1986 1989 1990p Annual 
Growth 
Revenues tes 185.4 255.6 256.0 8.2% 
Expenses 122:3 138.6 248.6 273.1 17.4% 
Operating Income (loss) 50.4 46.8 7.0 (17.1) 
(% of revenues) 29.2% 25.2% 2.7% -6.7% 
Depreciation 5.3 5.4 12.9 13.8 21.1% 
Profit (loss) before interest and taxes 451 41.4 (5.9) (30.9) 
|(% of revenues) 26.1% 22.3% -2.3% 12.1% | 
Interest 11.0 5.4 22.4 22.8 15.7% 
Adjustments i -14.4 -3.8 ak -0.8 
Pre-tax Profit (loss) 48.5 39.8 (25.1) (52.9) 
% of revenues) _ 28.1% 21.5% -9.8% -20.7% 
Reporting Units 6 7 10 10| | 


Source: CRTC 
p: preliminary 
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Table II.4B 


Revenues, Expenses and Profitability of Privately-Owned 
Television in Selected Markets 


Toronto* and Vancouver 


[ ~ | Average | 
periee and Vancouver 1985 1986 1987 1988 1989 1990p Annual 
ane -Sreut 
[Revenues 301.7 31 14 336.41 365.6 400.7] 449.7 8.3%} 
Expenses 226.7 238.0 259.7 287.9 329.8 372.3| 10.4% 
= | 
Operating Income 75.0 73.4 76.7 THT 70.9 774 oe 
% of revenues) _ 24.9% 23.6% 22.8% 21.3% 17.7% 17.2% 
Ie | cn r 
Depreciation 9.4 10.2 11.6 12.2 12.9 14.0 8.3%] 
Profit before interest and taxes 65.6 63.2 65.1 65.5 58.0 63.4 -0.7% 
[(% of revenues) 21.7% 20.3% 19.4% | 17.9% |___ 14.5% 14.1% 
| 9.4 8.9 8.3 8.8 124 32.8 28.4% 
nterest -_ a fo 
Adjustments 0.4 0.2 04 33 -1.6 -10.3 - 
Pre-tax Profit 55.8 54.1 56.7 53.4 475 sale -6.0%) 
% of revenues 18.5% 17.4% 16.9% 14.6% 11.9% 9.1% 
Reporting Units 7 7 7 er 7 7 
Source: CRTC 
p: preliminary 
* Includes CHCH 
Chart III_2A 


Profitability of Privately-Owned Television in Selected Markets, 
Montreal, Winnipeg/Portage-La-Prairie and Regina/Saskatoon 
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Source: CRTC 
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Chart II|.2B 


Profitability of Privately-Owned Television in Selected Markets, 
Toronto and Vancouver 
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Source: CRTC 


A moratorium 


For this reason, this Task Force believes very strongly that a moratorium 
should be imposed on the issuance of licenses for new television services. 
Even after such a delay, the regulator should proceed very cautiously before 
allowing new entrants into the market. Television markets in Canada are 


under severe economic stress and should be given time to stabilize and 
mature. 


Prior to the expiry of the moratorium, the CRTC should commission an 
independent economic analysis of the Canadian broadcasting system to 
assess the impact of introducing any new service. Such a study should be 
made available to the public for comment. 


RECOMMENDATION 


A moratorium should be imposed on the licensing of 
new television services, conventional or other, fora 
period of three years. 
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The Task Force is aware that there is a persistent demand in French Canada 
for an all-news service equivalent to the CBC's Newsworld. While the equality 
principle embedded in the law amply justifies such a service, the Task Force 
beleives that this is not an appropriate time to introduce it. The French- 
language all news service, therefore, should be subject to the moratorium 
recommended above. At the end of the three-year period, the licensing of the 
French-language counterpart of Newsworld should be considered in the light 
of studies commissioned by the CRTC on the economics of the broadcasting 
system. 


RECOMMENDATION 
The French-language all news service should also 


be subject to the three-year moratorium on all new 
services. 


Tiering and linkage 
The CRTC 1987 hearings on cable carriage of new and specialty services 


addressed key questions of tiering, packaging and pricing, as well as the 
linkage between Canadian and U.S. specialty services. 


The issues included: 


& the reconciliation of service additions to basic cable that 
may not be wanted by all subscribers; 


s the price elasticity of cable rates; 


B the impact of new specialty services on the conventional 
broadcasters’ advertising revenue; 


& the relationship of advertising and cable subscriber 
revenue for services with the two income sources; 
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of packaging to ensure that the Canadian viewing choice is 
competitive with DBS services from the U.S.; 


bed channel capacity; 


| linkage rules, and the preferential treatment of Canadian 
signals. 


The financial failure of the C-Channel* in 1983, and the Life Channel in 1986, 
caused the CRTC to scrutinize the applications’ viability. The nine new 
specialty and one pay television services approved, out of twenty applications, 
continue in operation. 


Cable companies, using an approach similar to newspapers, attempt to 
package a variety of television signals with the widest possible appeal while 
keeping the price of basic cable service within affordable limits. Because 
markets differ widely in Canada, the local cable licensee is well positioned to 
determine the best package at the best price for optional tier services. 


The impact of specialty services 


The licensing of Canadian specialty services has introduced a serious new 
competitive element for conventional broadcasters. 


In the summer of 1990, Canadian specialty services were attracting a 2% to 
4% share of the audience. The CAB believes that they had a direct impact on 
conventional television broadcasters and the revenues available to them from 
the marketplace. 


Until now, the public debate on their impact has focused on consumer 
affordability. Their heavy reliance on subscriber fees and concerns with 
consumer resistance to their carriage on the basic band have diverted 
attention from their impact on the available media advertising revenue. 


* Licensed to Lively Arts Market Builders Inc. for cultural programming. 
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In 1989-1990, their first full year of operation except for MuchMusic and The 
Sports Network, specialty services - excluding Newsworld - earned a com- 
bined revenue of $186.2 million, of which $133.3 million came from subscrip- 
tion fees and $52.9 million from advertising. This was almost as much as the 
amount of advertising revenue specialty services licensed in 1987 projected 
for the entire five-year term of their license ($60 million). 


Specialty services are now restricted to national advertising. In the interest of 
the television broadcasting system, the Task Force believes that this condi- 
tion should be maintained. We also believe that the CRTC’s policy of allowing 
local advertising revenue only where local service is provided is agood policy 
and should continue to prevail. 


RECOMMENDATION 


The CRTC policy of restricting specialty television 
services to national advertising should be main- 
tained. 


The Task Force recognizes that it was necessary to allow specialty services 
to benefit from two sources of income - subscriber fees and advertising - to 
get off the ground when they were launched in 1988. But most of them now 
perform well beyond expectations and it is questionable whether they should 
continue to have access to advertising - at least to the same extent - at atime 
when conventional television struggles to stay afloat. Their combined adver- 
tising revenue of $52.9 million in 1989-1990 may not amount to much as a 
percentage of total television advertising, but it is climbing rapidly and will 
soon represent a significant share of the market. 


There also seems to be little rhyme or reason to the allocation of cable 
subscription fees between the various specialty services. They should be 
rationalized and bear some relation to the cost and market value of each 
service. In carrying out this review for French-language specialty services, 
the CRTC should be alert to the eventual licensing of a French-language all- 


news service. 


WV LEEEE@_ EXEZZ@_ EXE@_ HE EE ella: Zi eect 


RECOMMENDATIONS 


a Specialty services should continue to 
benefit from two streams of income - 
cable subscriber fees and advertising. 


ma Subscriber fees should be reallocated 
in relation to the cost and market value 
of each service. 


BG The CRTC should review the situation 
of specialty services and in the light of 
their financial statements, reduce their 
advertising availabilities. 
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CHAPTER IV 


ADVERTISING 


Canadians spend more than $3.5 billion a year in advertising, cable subscrip- 
tions and parliamentary grants to Support television. Advertising, which 
accounts for about 40% of this amount, finances private television and 
contributes significantly to the operations of public television. 


Yet television gathers less than one sixth of the total media spending of 
Canadian advertisers. It must compete for advertising with other media, and 
media advertising as a whole is on the decline. Canadian industry now spends 
nearly twice as much on consumer and trade promotion. This helps explain 
the plight of conventional television broadcasters. In the last five years, they 
have grown in number and their revenues have fallen far short of their 


expenfes. 


The Canadian advertising industry has shown moderate growth since 1985. 
Spending in advertising rose 44% from $6.3 billion in 1985 to $9.1 billion in 
1989, an average annual growth of 9.6%. A preliminary estimate of 1990 
spending for all media indicates that it will exceed $10 billion. 


The trend toward consumer promotion (e.g. coupons, contests, refunds, 
premiums, special events) continues to erode the revenue potential of all 
media, including television. A survey of 37 Canadian consumer product and 
grocery companies conducted in 1990 by Trade Marketing Services shows 
that media advertising made up an estimated 40% of total marketing expen- 
ditures in 1985, dropped to 35% in 1990, and is expected to decline further 
to 32% by 1995. (CHART IV.1) Consumer and trade promotion, which rep- 
resented about 60% of total marketing expenditures in 1985, rose to 65% in 
1990 and is expected to reach 68% in 1995. The increase is attributed to 
consumer promotion. Similar trends are recorded in the U.S. where consumer 
and trade promotion made up 65% of marketing expenditures in 1989 
compared to 35% for media advertising. Estimates for 1994 vary slightly to 
66% and 34% respectively. 


The trend affects the advertising revenue potential of other media like radio, 
newspapers and magazines. Television is less likely to recapture promotional 
dollars, however, because its strength lies more in the creation of long-term 
brand awareness and preference than immediate promotional response. 
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Chart IV.1 


Marketing Expenditure Allocation in Canada 
1985, 1990, 1995 


| 1990 1985 1995 


35% | 32% 


Media Advertising 40% 


Consumer Promotion 


Trade Promotion 


100% 100% 100% 


Source: ISL Trade Marketing Services 


l 


Conventional wisdom within the industry, both in Canada and the U.S.., is that 
advertisers are shifting money into forms of promotion that will yield short- 
term sales and more measurable results than traditional media advertising. 


The diversion of an ever increasing portion of marketing budgets to consumer 
promotion has resulted in a shortfall of $1.3 billion in media advertising since 
1985. TABLE IV.1 shows that had television maintained its 1985 share of total 
marketing expenditures, revenue would have been increased by $269.8 
million. 
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Table IV.1 


Total Marketing Expenditures 
1985 and 1989 


1985-1989 
Gai 


Media Advertising 


Television*** 5.6%! iveoe -269.8 
Other Media 204% 8,664.6 -1,031.3 
Sub-total 35.0% 10,390.8 -1,301.1 
Promotions 

Consumer 10.0% 3,898.7 15.0% 2,597.7 1,301.0 
Trade 7,874.1 50.0% 12,988.5 50.0% 12,988.5 0.0 
Sub-total 9,448.9 60.0% 16,887.2 65.0% 15,586.1 1,301.1 

Total Marketing 
Expenditures 15,748.2 100.0% 25,976.9 100.0% 25,976.9 0.0 


*We made the assumption that the marketing budget distribution is the same in 1989 as in 1990. 
** We distributed total expenses using 1985's market shares. 

Source: Compiled by Secor from Statistics Canada and ISL Trade Marketing Service's data. 

*** Private and public broadcasters. 


Strong growth 


Television advertising sales have always shown a strong growth pattern, but 
not enough to keep up with expenses and well below their potential. Of the six 
advertising media described in TABLE IV.2A, only periodicals recorded 
faster growth than television between 1973 and 1989. 


The pace of growth has tended to slow down in recent years, however. 
Television advertising rose from $1.0 billion in 1985 to $1.5 billion in 1989, an 
average annual growth rate of 8.6%, higher than inflation which rose at an 
annual rate of 4.2% during the period. However, it lags behind the growth of 
the advertising industry (9.6%), and well behind that of outdoor advertising 
(11.1%) and periodicals (13.9%). Moreover, television's share of total adver- 
tising declined from 16.6% in 1985 to 16.0% in 1989, which translates into a 


shortfall of $54.6 million in television income. 


From 1973 to 1989, net media advertising revenue grew at an average annual 
rate of 12.0%, compared to an inflation rate OFZ. 5%! 
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Table IV.2A 


NET ADVERTISING REVENUES, BY MEDIA 
1973-1989 (Millions of $) 


Sources : Statistics Canada and Maclean-Hunter Research 

Notes : 

+ Average inflation rate during the period = 7.5% 

+ The figures include CBC's advertising revenues 

+ TV and Radio figures: actual for 1973-1989 according to Statistics Canada 
* Others: actual for 1973-1986, MHR estimates for 1987-1989 


Periodicals enjoyed the fastest growth (14.5%), increasing their share of the 
market from 11.7% in 1973 to 16.5% in 1989. (TABLE IV.2B) Their gain came 
mostly at the expense of newspapers which saw their relative share of 
advertising decline significantly from 35.6% in 1973 to 29.5% in 1989. 


With the second highest average annual growth rate, television gradually 
improved its share of total media advertising, from 13.4% to 16.0%. This 
modest gain seems to have occurred at the expense of radio whose relative 
share fell from 10.8% to 8.3% over the period. 


After reaching a peak of 17.1% of net media advertising revenue in 1983, 
television’s share declined in the next two years to a low of 15.6% in 1987. 
(CHART IV.2) However, it has since resumed its climb. A Toronto media 
buying firm* believes indicators are positive for the 1990 to 1993 period and 
that television’s share of media advertising should again come close to 17%. 


* Harrison Young Pesonen & Newell Inc. 
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Table IV.2B 


HARE OF NET ADVERTISING REV ES, BY MEDI. 


1973-1989 
Television Radio Newspapers | Periodicals Outdoor Other print TOTAL 
ALL MEDIA 


NTI 


1973 
10.6% 35.1% 12.0% 
10.7% 35.0% 13.5% 
13.1% 
10.9% 34.5% 13.4% 
[ESS En en a sr aes ee 
1 01D NN | NNNE1 (670/00 | NNO 077, | NEGO, | NNN 45207 | 7/597 | dS 


Sources : Statistics Canada and Maclean-Hunter Research 

Notes : 

+ Average inflation rate during the period = 7.5% 

+ The figures include CBC's advertising revenues 

+ TV and Radio figures: actual for 1973-1989 according to Statistics Canada 
+ Others: actual for 1973-1986, MHR estimates for 1987-1989 


Chart IV.2 


Share of the Television Industry in Total Net Advertising Revenues, (1973 to 1989) 
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Source: Statistics Canada 
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Private television 


Private television’s share of total television advertising has been relatively 
stable in the past three years, after a decline between 1986 and 1987. From 
84.5% in 1985, it dropped to 81.8% in 1987 and declined slightly further to 
81.6% in 1988 and 80.4% in 1989. (TABLE IV.3, CHARTS IV.3 & IV.4) 


Specialty services’ advertising revenues are not yet formally included in 
television advertising data. Although they do not represent a significant share 
of the total, they are growing at a rapid rate. It is estimated that they reached 
$52.9 million, or 3.6% of total television advertising revenue in 1990. 


Table 1V.3 


AIR TIME SALES BY TYPE 
OF ADVERTISING 
(in thousands of $) 


ea at ee 


Local 320,283 i 9.9% 
National 665,166 4 15.4% 
Network 184,942 ) 41.2% 
Total 1,170,391 
Local 303,362 ; 23,796 
National 613,907 A 109,380 
Network 174,810 i litsivoe 
Total 1,092,079) . 246,928 
Local ; 23,636 
National ; ! 109,138 
Network : 84,562 
Total s 217,336 
Local 

National 
Network 
Total 

Local 

National 
Network 
Total 


Average Growth Rate, 89/85 
Source: Statistics Canada 
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Chart IV.3 
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Chart IV.4 


Air Time Sales Growth (base year: 1985) 
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An underdeveloped market 


The Television Bureau of Canada estimates that, in relation to comparable 
foreign markets, Canadian television advertising is underdeveloped by up to 
$1 billion.* 


Television advertising per capita spending in Canada lags well behind the 
U.S. and Australia which have similar commercial television systems. New 
Zealand’s spending compares with Canada’s, although the commercial 
inventory is significantly smaller and per capita advertising spending much 
lower. The U.K., even with its limited inventory, has far higher per capita 
television spending. (TABLE IV.4A) 


* Sources for data contained in Tables IV.4A to IV.4F are the following: 

Canadian data Sources: 

TVB estimates based on Maclean Hunter, Statistics Canada and CRTC. 

Agency commission of 15% has been added to national advertising categories; city and phone directories 


have been excluded, which represented 10.3% of the total net volume. National TV includes specialty 
services. 


Included in Total Advertising is the produciton cost of Outdoor Advertising, estimated at 7% of the total 
gross advertising volume. 

U.S. Data Sources: 

McCann Erickson/TVB U.S./Adjusted by TVB Canada. 

Production costs removed from TV (10%), Local cable TV (10%), Radio (10%), Newspapers (7%), Magazines 
(11%), Outdoor (14%), Farm (10%); Miscellaneous advertising, including directories, points of purchase and 
sky riding, has been excluded: this represented 19% of ad volume. 

Australian Data Sources: 

Federation of Australian Commercial Television Stations/TVB Australia 

New Zealand Data Source: 

TVNZ 

Great Britain Data Source: 

The Advertising Association Advertising Statistics Yearbook 


All advertising includes direct mail and produciton for TV, direct mail, posters, radio and cinema; total 
excludes print production, and directories (5% of total). 
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Table IV.4A 


International Advertising Comparison, 1989 


Television — Advertisi 
reece Ss ita ene ap eae eet 
| area _| 900 | s601_| 
93,442 $374 $449 24,322 $97 $116 


New Zealand 956 $286 $203 288 $86 $61 


see 


Source: Television Bureau of Canada 


In Canada, per capita advertising spending on television is about half that of 
the U.S., while all other media combined trail the U.S. by only 21%. (TABLE 
IV.4B) 


Table IV.4B 


Total Advertising 
TV Advertising 


Source: Television Bureau of Canada 


At 19%*, television’s share of total gross advertising in Canada is substan- 
tially underdeveloped compared to the other four countries studied. In 1990, 
with the introduction of new private stations in New Zealand, television’s 
share increased from 30% to 33%. (TABLE IV.4C) 


ip Set 
* The 19% figure used by the TVB indicates gross advertising revenue. Television’s net advertising 
revenue share in 1989 was 16%, as indicated in Table IV.2B. 
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Table IV.4C 


1989 - TV Share of Total Gross Advertising 


Canada 19% 
USA 26% 
Australia 33% 
New Zealand 30% (1990 33%) 
United Kingdom 31% 


Source: Television Bureau of Canada 


Canada trails the U.S. in shares of both national advertising (8%) and local 
advertising (7%). (TABLE IV.4D) 


Table IV.4D 


Television Share of All Gr Advertising, 1989 
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Share of National Advertising 24% 32% 


Share of Local Advertising 


Share of Total 


Source: Television Bureau of Canada 


On a per capita basis, local advertising on television in Canada is 41% of the 
U.S. level, and national advertising 62%. This suggests that local advertising 
in Canada lags behind national advertising even more than in the United 
States. (TABLE IV.4E) 
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Table IV.4E 


TV Spending Per i DN), 1 


Source: Television Bureau of Canada 


On the basis of these four countries’ gross advertising data, the TVB 
concludes that television in Canada could earn additional revenues of $600 
million to $1 billion a year if it garnered a 26% to 30% share of total advertising 
as we find in these countries. (TABLE IV.4F) 


Table IV.4F 


TV Sales Potential 


($ million) 


1989 Actual 


Low Range Estimate 


ange Estimate 


Source: Television Bureau of Canada 
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Factors of underdevelopment 


Canadian television never captured more than a 20% share of total advertis- 
ing (1983). Some factors explaining its performance are circumstantial and 
could be remedied. 


Aseller’s market 


The impression in the advertising industry is that television long considered 
itself to be in a seller's market, and had little to do to justify its value to he 
advertiser. Its popularity enabled it to raise prices aggressively. 


The result has been to drive advertisers away from television. The sales 
representatives’ efforts to counter this gradual shift have been frustrated by 
a lack of marketing support for television as an advertising medium. Televi- 
sion sales have traditionally relied on audience share and demographic data 
(age, sex, income, education, marital status, and other quantifiable de- 
scriptions) without linking the target audience to the product. Television 
stations must develop more accurate audience data pertaining to consumer 
values, attitudes and lifestyles, to compete effectively with other media and 
promotion, and become a prime vehicle for advertisers. 


Prices may be too high 


Both the Institute of Canadian Advertising and the Canadian Media Directors’ 
Council say the media, television in particular, may be pricing themselves 
beyond the reach of all but the largest advertisers. Television then discounts 
much of its inventory to large media brokers’. 


TABLE IV.5 demonstrates that television prices advanced 2.27 times faster 
than the Consumer Price Index between 1969 and 1987. Radio advertising 
prices grew 1.44 times faster than the CPI, and newspaper prices 1.30 times. 
Only magazine advertising prices grew at a slower pace than the CPI. 


* Independent agencies which buy space or time in large quantities in the media at a favourable price and 
resell it to advertisers. 
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Table IV.5 


INDICES OF RATE EXCHANGES* 


Source: CMDC Media Digest, the compilation stopped in 1988. 


Better measurements 


The Institute of Canadian Advertising says that higher price increases might 
have been justified if television audiences had grown during the period, but 
that is not the case. It is a matter of concern to television advertising buyers 
that audiences are more and more fragmented by a variety of viewing 


alternatives. 


Television has been reluctant to appease this concern by providing advertis- 
ers with more accurate audience measurements, particularly during commer- 
cial breaks. Currently, the television industry relies on the services of the 
Bureau of Broadcast Measurements (BBM) and A.C. Nielsen for audience 


measurement. 


Since the mid-1980’s, the two services have been competing with each other 
to establish electronic measurement systems, such as people meters, that 
would replace the old diary technique. The diary system has been plagued 
with technical problems and can no longer adequately measure television 
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viewing. People meters are a superior method and represent a marketing 
advantage over other media measurements. However, electronic measure- 
ment systems are expensive. 


The Canadian television industry cannot afford to support two competing 
systems and should not be attempting to develop new systems when it can 
rely on international experience. The cost and complexity of electronic 
measurement is such that for the foreseeable future, only a national system 
of meter measurement in the largest markets is feasible. To date, the French 
networks have not had access to people meter data, having chosen to wait 
for BBM to develop its own system. By putting off this important move, they 
may be unnecessarily hurting themselves. 


RECOMMENDATION 


The television industry should encourage the Bureau 
of Broadcast Measurement and A.C. Nielsen to co- 
operate in measuring television ratings in Canada. 
Networks and major markets’ audiences should be 
metered. 


Cross-border advertising 


Section 19 of the Income Tax Act, also known as Bill C-58, is designed to 
dissuade Canadian firms from advertising on U.S. border stations. A study 
conducted for the Department of Communications by economist Arthur 
Donner estimated that “local stations managed to earn between $48.6 million 
and $67.5 million in 1988 as a result of Bill C-58”. Yet, private broadcasters 
estimate that U.S. border stations currently earn over $40 million in revenue 
from Canadian advertisers. The Task Force believes it is essential that the 
relevant provisions of the Income Tax Act be not only maintained, but more 
Strictly enforced. 
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RECOMMENDATION 


The provisions of Bill C-58 or Section 19 of the 
Income Tax Act, which disallow the deduction of 
advertising expenditures directed at Canadians in 
foreign periodicals and broadcasting stations, 
should be maintained and strengthened. Govern- 
ment and industry should ensure that they are strictly 
and effectively enforced. 


Canadian tuning to U.S. stations 


The total viewing dedicated to Canadian television stations in Canada rep- 
resents about 70% of all hours tuned. Approximately 30% of Canadian 
viewers choose to tune to U.S. stations, often to watch programs whose rights 
have been purchased by Canadian broadcasters. This represents a potential 
annual revenue loss of $480 million for the Canadian television industry. 
(English-language television is mostly affected. The viewing of U.S. stations 
has little or no impact on French-language television.) 


The CRTC’s simultaneous program substitution rule* has been very useful in 
protecting the exclusive rights of broadcasters in their markets and generat- 
ing additional revenue for program production. A survey conducted by the 
CAB in cooperation with the DOC estimated the value of simulcasting to the 
industry in 1990 at $99.2 million net or about 8% of the total net airtime 
revenue of private television. Cable systems with more than 6,000 subscrib- 
ers must carry out - upon request from the broadcaster - the substitution of a 
U.S. station’s program when an identical program is aired on a Canadian 
station at the same time in the same market. 


ANielsen study of the Toronto/Hamilton market for one week in October 1990 
(Monday to Friday, 7:00 to 11:00 pm) revealed that of the total potential 
simulcast minutes available, only 84.9% were actually simulcast. Further 
investigation shows that the discrepancies of program substitutions range 
anywhere from a high of 97.4% to a low of 27.6%. The Task Force believes 
that simulcasting provisions could be more effectively used. 


: : F 3 isis tok: 
* When the same program Is broadcast at the same time by a local beer oe station and a distant stati 


ignals are carried ona cable systems, ATC" Is 20, require 
ee coe ator open request by the local broadcaster, to subsitute the signal of the local station for that 


of the distant station. As a result, the local signal is carried on two cable channels. 
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The CAB and several broadcasters have suggested that the CRTC amendits 
regulations to allow the simultaneous substitution of different episodes of strip 
programs’. They contend that the justification and rationale for such a rule are 
the same applied in simultaneous substitution, and that strip substitution 
could provide an additional $18.1 million annually to Canadian television 
broadcasters. 


This Task Force, however, believes that the next logical step should be non- 
simultaneous program substitution. It would free private broadcasters from 
scheduling constraints imposed by the economics of simultaneous substitu- 
tion. Most stations, to maximize revenue for the programs they have pur- 
chased, schedule the majority of their U.S. programs so that they coincide 
with the schedules of U.S. border stations. The limitation of simultaneous 
substitution is that a significant portion of the schedule and an even larger 
portion of the prime time schedule of Canadian television end up being set by 
the U.S. networks. 


If it had been in effect in 1989, non-simultaneous substitution would have 
been worth at least $45 million to private broadcasters, according to an 
estimate from a survey carried out by the CAB. 


There are four options in non-simultaneous substitution, each of which was 
examined by the Task Force. They are: 


@ Substitution of the same program, i.e. the program 
scheduled to air ona U.S. network, to which a Canadian 
station has exclusive market rights, is replaced by the 
same U.S. program that will air on the Canadian station 
at a different time during the week; 


we Substitution of the broadcaster’s own program, i.e. 
the U.S. program is replaced by whatever program the 
local Canadian broadcaster is airing at that particular 
time; 


a Substitution of a different program, i.e. the U.S. pro- 
gram is replaced by a program which is not part of the 
local Canadian broadcaster's normal schedule; 


* Programs broadcast serially the same time every day. 
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& No program substitution at all, i.e. the U.S. program 
is blacked out and no substitution occurs. In the same 
manner as the FCC syndex rule in the U.S., the cable 
operator would simply black out the channel or substi- 
tute a slide when a program appears ona U.S. station to 
which a local broadcaster owns the rights. 


The first option is the preferred one because it offers flexibility and the greatest 
potential benefit to the system in the repatriation of advertising. It does not 
deprive the cable audience from any program and at the same time captures 
viewing otherwise directed to U.S. stations. It would also be less of an irritant 
for cable subscribers. 


The cable industry, with a sense of mutual responsibility and interdepend- 
ence with the television sector, would be receptive to a proposal for non- 
simultaneous substitution. There are, however, important costs involved. 
Automated equipment to perform non-simultaneous substitution, currently 
available, costs from $40,000 to $80,000 per channel, depending on the type 
of videotape machines selected. Broadcasters would also have to negotiate 
the program rights that may be necessary in carrying out non-simultaneous 
substitution. The CAB should seek an agreement with the Canadian Cable 
Television Association (CCTA) to present a common proposal to the CRTC. 


Non-simultaneous substitution should be introduced in a manner that will 
avoid adverse subscriber reaction. Such a reaction depends on the subscrib- 
ers’ awareness of the choice available and the audience appeal of the 
programs affected. Another condition that has to be met for the implemen- 
tation of non-simultaneous substitution is the willingness of Canadian policy- 
makers to meet U.S. resistance. 
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RECOMMENDATION 


The government and the CRTC should 
pursue every avenue to help recapture 
portions of the advertising inventory 
associated with Canadian tuning to U.S. 
stations. 


Simultaneous substitution, which cur- 


rently contributes $100 million of ad- 
vertising revenue to the Canadian tel- 
evision industry, should be used to its 
full potential. 


The CRTC should now move on to the 
next logical step and provide for non- 
simultaneous program substitution on 
cable. The CAB should initiate a com- 
mon proposal with the CCTA for an 
amendment of CRTC regulations au- 
thorizing non-simultaneous substitu- 
tion. 


Regional and market disparity 


The excessive disparity between the highest and lowest markets in Canada 
reflects alack of timely, relevant data, effective systems and pricing expertise. 
Computer-based inventory control could help television stations improve 


revenue. 


Based on the evolution of revenue per hours of tuning, TABLE IV.6A shows 
that Montreal registered a 25.4% increase from 1986 to 1990, substantially 
less than the 40% average recorded in other cities.and provinces under study. 
As in Montreal, performances in Quebec and Manitoba, for example, reflect 
the difficult situation of these markets. 
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The slower growth of these three markets translates into a major shortfall. If 
each of the three markets had recorded a 40% growth, the additional revenue 
derived in 1990 would have been $33.5 million in Montreal, $40.0 million for 
the whole of Quebec, and $4.4 million in Manitoba. (TABLE IV.6B). 


Table IV.6A 


Revenue per 1000 Hours Tuned 
A Canadian Market and Region Comparison 


Total 1986 1990/ 
Population} Est. Gross Hrs (MM) | Revenue Ear Bisse RS ARTY HaveRIe Gross | Hrs (MM) | Revenue 1986 
EM 18+ Total Sales* Tuned /MHrs Tuned /MHrs_ | Increase 
($ million) | /wk 18+ ** | /wk** _(M) ($ million) | /wk 18+ * /wk ** in % 
Montreal 2,472.4 $211.0 60.7 $67 2,571.6] $280.6] 64.4] 25.4% 
Ottawa 739.5 $79.7 tz 35 817.2 ers 14.2 = i $128 43.8%| 
Toronto 3,124.3 $261.2 59.8 $84 3,519.3 $374.7 59.8 $121 44.0% 
Calgar 478.6 $70.3 12.8 $106 | — 47.2% 
Edmonton 760.7 $77.0 17.1 $87 765. : 15.2 $122 40.2% 
Vancouver 1,545.1 $136.6 32.3 $81 28.4 $131 61.7% 
Weighted Average 9,120.6 $836.0 200.0 196.5 $113 41.3% 
$334.0 ; j j 121.4 $72 28.6% 
$486.9 (Gc) $699.6 95.4 $144 51.6% 
$46.8 $58 806.6 $55.1 141 $75 29.3% 
$55.3 $80 720.0 $64.8 ne $104 30.0% 
$153.9 $92 1,761.4, $205.0] 28.7] $137 48.9% 
British Columbia $152.9 a 


$100 2,350.0 $225. 1 : $140 40.0% 
Weighted Average $77 18,113.7 $1,704.5 302.4 $108 40.3% 
Source: TVB 
* excluding specialty services 


** includes Radio-Quebec in both sales and hours tuned 


Table IV.6B 
What if Montreal, Quebec and Manitoba had grown at the 


average rate of 40% between 1986 and 1990 


Source: Calculations by Secor, with data provided by the Television Bureau of Canada 
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Structural factors 


There are other factors of advertising underdevelopment which are structural 
in nature and act as brakes upon a major expansion of television’s share of 
advertising. 


The undervaluation of television 


Per capita spending by advertisers varies significantly between Canada and 
the U.S in television. The figures quoted above (TABLE IV.4E) confirm that 
television is undervalued in Canada. 


Inexistent and low potential advertising categories 


Some categories of advertisers do not exist in Canada or advertise less than 
inthe U.S. These include medical, dental, legal and educational services. The 
TVB estimates this represents a $40 million to $60 million loss of potential 
advertising for Canadian television. 


Fewer brands and services 


The diversity and magnitude of the U.S. economy has fostered the growth of 
many more brands and services than in Canada. Competition is also more 
intense in the U.S., leading to higher per capita advertising spending. 


Retail concentration 


Retail concentration in the food, department store, drug, hardware and 
fashion sectors not only reduces the number of brands marketed in Canada, 
but puts pressure on suppliers to devote a larger share of their marketing 
budgets to trade and consumer promotion. 
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Recent corporate mergers such as Molson’s takeover of O’Keefe and 
General Foods’ of Kraft, further reduced the number of advertisers. Advertis- 
ers are focusing more on major markets at the expense of secondary ones. 
There are fewer nationally-advertised brands than in previous decades. 


Realistically, if television managed to overcome the circumstantial factors, we 
believe that it could increase its share of total advertising by one or two points 
over a period of time. Based on net advertising revenue, this could translate 
into an increase of about $180 million a year. (TABLE IV.7) 


Table IV.7 


Simulations on television's share 
inn Ladvertising revenues 
($ million) 


Actual figures Simulations 


Television % of total What if the % of total revenues Is: 
ORE 
ows | 166% 10709 


| a6 _| 
1986 096, T% ses | 11088 | 12507 || 205 _| 
1987 197. 6% 246 | 1,901. ios eee 

339. 9% 349. 433. 1,517.8 ee 
é 


Source: Secor with data from Statistics Canada 
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Independent media brokers 


Advertising agencies influence the media buying process, sometimes at the 
expense of television. Their influence has considerably increased of late with 
the buyout of smaller agencies and the creation of specialized media brokers. 
These larger operations control 35% to 40% of national television advertising, 
and they rule the availability and price of much of the commercial inventory. 


A study commissioned by the Television Bureau of Canada points out that 
media brokerage services were brought about by changes in the media 
buying and service environment. These changes are described as: 


Increases in media costs and complexity 


Media choices have increased dramatically. In television, the number of 
stations increased by 60% since 1979, from 67 to 105. Audience fragmenta- 
tion means more advertising spots and stations have to be bought to achieve 
the advertiser's objectives. Scheduling and administration are more complex 
and time consuming. Rates went up faster than audience growth. 


Agency neglect of their media departments 


Agencies did not always provide their media services with the resources 
needed to handle the increasingly complex media environment and their 
services declined. 


Advertisers’ cost-consciousness, and dissatisfaction 


The cost of television advertising increased well ahead of inflation in the past 
10 to 15 years, while its impact declined. Looking for more economic ways of 
reaching consumers, large advertisers consolidated their media budgets into 
a single assignment. This leverage enabled them to achieve lower costs than 
were possible with individual brands. Dissatisfaction with media services led 
other clients to seek alternatives. : 
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Agency focus on cost efficiency 


Media buying came down to “numbers” as media services struggled to stay 
afloat with scarce resources. Because cost saving is an easy concept to 
understand, it became their main selling point. 


Media brokers capitalized on these factors. They invested in people and the 
systems required to manage the intricacies of media administration. They 
used their substantial volume as leverage to buy more advertising units at 
better rates for clients. 


Today, media brokers such as HYPN, MBS, Strategem, Martel et Compa- 
gnie, McKim Media Group, Media Initiative, and Media Canada, account for 
35% to 40% of national television buying. And they are growing. Some predict 
their share of media spending will climb as high as 70% before the end of the 
decade. 


While the growth of large media brokerage firms is a concern, the real 
challenge is the reliance of media selling and buying on price, exclusive of 
most other factors. The similarity of television stations, reducing the bulk of 
their products to a commodity market, has seriously contributed to this 
tendency. The situation is more critical in Quebec since purchases are often 
made from Toronto by buyers who, because of the language barrier, are not 
well acquainted with the properties they are acquiring. 


Conjunction buying 


Conjunction buying is another recent phenomenon having a negative effect 
on advertising revenue. The practice began with large advertisers combining 
brands or division budgets to get better spots at lower cost than individual 
brands could achieve. !n return, broadcasters obtained long-term commit- 


ments. 


lt was a simple evolution from the consolidated buying of large clients to the 
conjunction buying of agencies combining several clients’ budgets to procure 


bargain rates. 
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Both media brokers and full service agencies resort to’the practice. Their 
ability to save money for clients through volume leverage will continue to be 
a major weapon in competing for media business. 


Conjunction buys offer short-term advantages to television stations: 
a they provide predictable income; 


ae they are generally easier to negotiate than individual 
sales; 


& they assure income in low-demand periods. 


These short-term advantages, however, are offset by the station’s loss of 
control over inventory pricing and, ultimately, profitability. 


The risks associated with conjunction sales rise in proportion to their size. The 
discount of a small percentage of inventory may provide financial security 
without affecting the bottom line. However, as the proportion of discounts 
increases, so do the risks. 


Too much inventory sold too cheaply can significantly lower a station’s profit 
margin and make it virtually impossible to meet revenue objectives. The 
station may be tempted to sharply increase its rates in an attempt to recover, 
driving some advertisers out of the market and inducing others to increase 
their pressure for discounts. 


Conjunction selling focuses attention on the media buyer and the station 
tends to lose sight of the individual client’s needs. 


Some large advertisers feel that they are paying for the benefits enjoyed by 
smaller clients, or that they are penalized with high rate increases because 
stations have discounted too much time. 


Some stations also blame conjunction buys for serious administrative prob- 
lems and escalating costs that drive their profits down further. Clients’ budget 


and schedule changes within conjunction buys can raise handling costs 
dramatically. 
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The Lesson from Australia* 


An example of the potential risks of soaring program expenses, predatory 
practices and conjunction buying can be found in Australia, where the 
consolidation of both media and buyers shrank the industry to three networks 
and six buying conglomerates within a few months in 1987. Two of the three 
networks are now in receivership, and the third reported a loss of $615 million 
in 1989-90. 


Until 1987, it was not possible to form a network through the ownership of 
television licenses in Australia. Stations held commercial agreements with, or 
acquired programs, from all three networks. 


In 1987, limitations on media ownership changed from a two-station rule to a 
national audience reach limit of 60% of the Australian population. Ownership 
could not exceed one station per market. The networks expanded by way of 
acquisition or program affiliation, sometimes accompanied with financial 
arrangements. A new string of large companies resulted, each tending to 
concentrate in one area of the industry: television, radio or newspapers. 


Before the end of the year, all three networks changed hands. The new 
owners paid close to $1 billion each for their networks, using debt financing 
which made them vulnerable to high interest rates and loss of investor 
confidence. 


These high debt levels proved a heavy liability as interest rates rose to 20%. 
Interest charges for all capital city stations rose 65% to $60 million in the fiscal 
year ending June 30, 1988. 


All three ownership groups suffered severe stock price declines as the crash 
of October 1987 sent share prices of television companies into a dive from 
which they never recovered. The networks also suffered sharp cost increases 
in several other major operating areas: license fees, and domestic and foreign 


programming. 


In mid-1987, Channel Ten broke two of the unwritten rules of the television 
industry: the long-standing agreement not to buy new shows from the U.S. 
until they had proven themselves on U.S. television, by late fall, and the 
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* Based ona study prepared for the Task Force by Strategy Plus Consultants. 
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informal KOG (keep off the grass) agreement that prevented one network 
from bidding on another network’s show. 


In an attempt to buy new top-rated U.S. programs, notes the study, Channel 
10 offered high prices to beat the competitors. This sent prices soaring, and 
the other networks into a scramble to secure their own deals. Network Ten 
signed long-term deals with MCA/Universal, Fox and CNN; Network Nine with 
Warner Brothers and Columbia Pictures, and Network Seven with Lorimar, 
Walt Disney and MGM/UA. 


The total cost to the industry was an estimated $350 million in 1988-1989, 
compared to $150 million three years earlier. Australia now pays some of the 
world’s highest prices for U.S. movies - $100,000 compared to $60,000 per 
hour in Canada. 


While getting less audience for their money, advertisers were faced with cost 
increases on television well above all other media, except FM radio. Fearful 
of further escalation because of television ownership concentration and the 
high debt loads of the networks, medium and small advertising agencies 
joined one of six major media buying groups. A 1988 Advertising Age article 
estimated that these groups handled about 78% of the total television 
spending negotiated in 1987. 


Pressure from the large buying groups helped slow down rate increases from 
an average of 18% between 1981 and 1985 to an average of 6.3% from 1986 
to 1988. It also sharply slowed revenue growth in 1986 and 1987. 


Roy Bates, a media consultant and former president of the Australian 
Television Bureau, believes the networks could have guarded against the 
impact of media buying groups. “They (buying groups) could have been 
countered if TV sales reps were recruited and trained to provide a caring client 
service through an understanding of the marketers’ needs”, he wrote. “Direct 
contact between stations and advertisers as business partners should have 
taken place, and didn’t.” 


Much of the harm caused to Australian television was attributable to the new 
owners’ inexperience. As noted they tended to ignore the conventional 
practices that made for stability in the industry. 
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Australian national television revenue growth declined from a high of 25% in 
1981-1982 to alow of 1.9% in 1986-1987. Since then, a recession has forced 
major advertisers to cut down their media spending. 


Canadian television, a commodity 


Consolidated and conjunction buying, said many respondents in the TVB 
study, have turned television advertising into a commodity market. This 

is one in which products don’t differ or meet individual client needs. For want 
of other qualifiers, price becomes the key factor. If there is an abundant 
supply, competition drives prices down. 


In television, stations or programs hardly differ (from a client’s point of view) 
beyond audience size and time slot. Clients then base their choice on 
audience, cost efficiency, and rating points. Conjunction buying has already 
altered the relationship between advertisers and television broadcasters and 
deprived the latter of a good deal of control over their business. 


RECOMMENDATION 


Television broadcasters must exercise extreme 
caution in negotiating conjunction deals to ensure 
that the Australian experience will not be repeated in 
Canada. 


3) Television stations should not give up 
the control of their inventory to a third 


party. 


® Broadcasters, including the Canadian 
Broadcasting Corporation, should ab- 
stain from conjunction deals. 


ct To reverse the trend to a commodity 
market, television stations must strive 
to understand their clients’ different 
characteristics and design products 
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that uniquely meet their needs. Once 
the clients’ needs are understood, sta- 
tions can develop packages that offer 
real extra value to their customers. 


| Television broadcasters must develop 
a system of data collection and yield 
management to improve return on in- 
ventory and counter pressure for low 
prices. 


Fighting back: the airlines’ example 


If they cannot completely reverse the trend to consolidation and conjunction 
buying, television broadcasters can at least regain control of their inventory, 
pricing and sales policies to guard against its negative impact. 


Television might take a leaf from the airline industry which reduced the chaos 
wrought by deregulation through effective yield management. Both industries 
are similar in many ways. 


| They sell a service, not a “hard good”; 


a They sell a perishable product: an empty seat, like an 
unsold spot, means lost revenue; 


@ Demand for their product varies - according to the time 
of day, day of week, and season; 


a They cater to different market segments, more or less 
price sensitive. 


When airlines enjoyed a healthy growth, fares and products were barely 
distinct. But as business slowed down and airlines faced increasing compe- 
tition and deregulation in the U.S. and Canada, they began paying more 
attention to market segmentation and products and services that could 
ensure customer loyalty. 
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They did it by: 
Ey identifying and understanding market segments, 


For business travellers, flight schedules, frequencies, 
time observance, and general flexibility are all more 
important than price. By contrast, price is the deciding 
factor for the leisure traveller. 


& designing a price structure to suit every customer need, 


Fares for business travellers provide for changes or 
cancellations; seats are available on demand, even at 
the last minute. Because business travellers are not very 
sensitive to price, these fares are the highest and yield 
the most profit. 


Fares for the leisure traveller are lower (and yield less 
profit), but are subject to advance booking and minimum 
travel periods. They meet the needs of this group while 
screening out high-yield business travellers. 


ie continuous inventory management, assigning seats to 
each fare group and ensuring maximum yield. 


The introduction of yield management has been a success, with the major 
airlines substantially improving their profits. 


The Lesson from U.S. TV Stations 


A lesson can also be drawn from U.S. television stations. While the U.S. 
market differs from Canada’s, individual stations also face demand for 
discount rates and bulk commodity buying. U.S. stations have resisted it by 
giving priority to their relations with advertisers. They continue to propose 
similar prices to similar advertisers and refuse to part with large blocks of their 


inventory in favour of media buying services. 
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One such station reported a 20% revenue growth, and another achieved a 
market revenue share 44% above its audience share. 


Like the airlines, the stations stress: 


a The importance of understanding client needs and va- 
lues, and designing products to meet those needs. 


me Detailed market forecasting and planning, based on 
historical indicators and demand levels by customer 
segment. 


a Allocation of inventory based on anticipated demand. 
They refrain from selling out programs until very close to 
air time to make sure the needs of high-yield advertisers 
can be met. 


a Regular, detailed monitoring of demand and planned 
sale levels, enabling sales managers to adjust rates or 
avails to maximize revenue. 


FRENCH-LANGUAGE TELEVISION 


The francophone media market, especially that of television, is essentially 
based in Quebec and the adjacent areas of Ontario and New Brunswick. The 
net advertising revenue of French-language stations - public and private - 
totalled $290.2 million in 1989. Private television accounted for $204.4 million 
and the CBC (Radio-Canada) for $85.8 million. (TABLE IV.8) This was 19.9% 
of the Canadian total, 5.2% less than the French-speaking population of 
Canada (25.1%). 
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Table IV.8 


Evolution of Television Net Advertising Reven by lan 1985 to 198 
($ million) 


| private | sro | rorat | private | SRC/CBC 


140.0 48.5 188.5 161.8 
18.0% | _ 

151.1 51.3 202.4 924.2 CANA 1,095.3 
18.5% 100.0% 


966.2 980.1 2173 | 1,197.4 


80.7% 100.0% 
185.6 73.8 259.4 172.2 
19.4% 
204.4 85.8 200.2 
Average Annual 


1,093.0 246.0 1,339.0 | 
Growth 15.3% | 11.4% 15.3% 


100.0% 
1,170.4 286.0 1,456.4 
100.0% 
Source: Statistics Canada (compiled by Secor) 
Note: The share of revenue at SRC/CBC is based on 1988 and 1989 figures provided by the public broadcaster. 
(English:70% and French:30%) 


ENGLISH 


1988 


7.2% 15.3% 8.6% 


Decision-making in Toronto 


One of the problems affecting Quebec, and other Canadian regions to some 
degree, is the trend towards the centralization of advertising decisions in 
Toronto. 


Quebec advertising agencies handle about 27%* of total Canadian spending 
on advertising. Two thirds of the Canadian advertising budgets are in the 
hands of Toronto agencies. 


The groups we met drew our attention to the dangers of such concentration, 
a result of the sale of television time as a commodity. Once advertisers base 
their decisions on quantitative data, the buying can be done from Toronto as 
well as Montreal or Vancouver. Sooner or later, Toronto itself may be a victim 
of this phenomenon. Advertisers could well find it more practical and eco- 
nomical to centralize their media purchases in New York, Chicago or Los 


Angeles. 


; : 
* According to the Association des agences de publicité du Québec. 
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In France, four media buying services control nearly 80% of the television 
advertising market. This puts them in a position to dictate not only prices, but 
programs. A recent example was provided by Media Programme, a McCann 
Erickson division, which created, scripted, produced and directed a television 
series to promote a particular brand of Coca-Cola Inc. 


Because of the predominance of advertisers in Toronto, much of the selective 
national air time for the Quebec market is purchased from outside the 
province. Other Canadian regions, the Atlantic, B.C., the Prairies, experience 
the same situation. 


Lacking basic knowledge of French-language markets and programs, To- 
ronto media buyers place too much emphasis on rating points and too little on 
the quality of their purchases. As a result, Quebec is substantially 
underweighted in national advertising campaigns. 


Toronto buyers project their own market values and experience in purchasing 
air time. Because the Blue Jays have a good record and are popular in the 
Toronto market, for instance, they buy the Expos to reach the 18-49 French- 
speaking male audience and ignore alternate, more efficient vehicles. 


An example of self-help 


In a remarkable example of self-help which other segments of the industry 
would do well to imitate, 28 Quebec advertising agencies have combined in 
an attempt to recapture part of their market from Toronto. Under the aegis of 
the Association des agences de publicité du Québec, they launched a 
$450,000 campaign called “Projet Toronto” to acquaint national advertisers 
with the advantages of regional marketing. The campaign, equally financed 
by the agencies, governments and the media, includes direct representation 
to the advertisers, a media advertising blitz and a press relations program. 


The agencies believe one of the surest ways to improve the advertising 
revenue of Quebec television stations is to produce commercials targeting 
products to local consumers and yielding better results for advertisers. 


Ironically, television was more reluctant than other media to support the 
campaign. 
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An anxious market 


The harmful effects of conjunction buying in Montreal were compounded by 
the state of anxiety that seized the industry broadcasters upon the launching 
of Télévision Quatre Saisons. 


Until then, Montreal television had been a seller's market. Unlike Toronto, 
Vancouver, Edmonton and other large Canadian cities, Montreal was re- 
stricted to two signals in the majority language. The demand for advertising 
far exceeded the supply and advertisers had to turn to radio for want of 
television time. 


The arrival of Quatre Saisons, it was believed, would temporarily soften 
advertising rates but the market would adjust within a few years like it had 
done in Toronto after the introduction of CITY-TV, and in other more 
precarious economic areas such as Halifax. 


Even before Quatre Saisons came on the scene, however, other television 
stations began dropping their rates. The situation worsened after Quatre 
Saisons introduced what was then a novel practice in Quebec: it guaranteed 
advertisers rating points, which meant that it would compensate the buyer in 
the form of bonus commercials if it did not deliver the promised audience for 
its spots. 


In the fall of 1988, a Toronto media-buying agency managed to purchase $10 
million worth of advertising time from one broadcaster at $90 a rating point, 
bringing the rates down below the $100 threshold for the first time in 
contemporary Quebec television history. It signalled a rate war in which all 
three networks engaged. 


For the first time ever, television time in Montreal could be purchased at a 
lower price than radio, bringing a number of new small retail advertisers into 
the market. The resultant damage to radio’s traditional advertising market 
now imperils what used to be solid radio enterprises. Telemedia, Radio- 
Mutuel and CKVL all reported substantially weaker results in the last quarter. 
For the September to November period of 1990, total French radio sales in 
the Montreal market fell to $8.6 million from $10.1 million for the same period 


a year earlier. 
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Unquestionably the licensing of Quatre Saisons and specialty channels, 
along with the extension of advertising time from 0 to 6 minutes an hour on 
Radio-Québec and 8 to 12 minutes an hour on Radio-Canada, caused an 
excess of airtime in the Montreal market. From 1980 to 1990, the available 
commercial time on Montreal's French-language television increased four- 
fold to 470,850 minutes a year from 116,800. But the number of gross rating 
points (GRP)* did not vary significantly. 


One may wonder how the private stations ended up in this financial predica- 
ment when their net advertising revenue increased by an average of 9.9% a 
year over this period. The likeliest explanation is that through this difficult 
transition, their management had to get used to a highly competitive envi- 
ronment which they had never experienced before. It must also be remem- 
bered that Télé-Métropole changed hands in the meantime and was taken 
over by an entirely new management team. 


Rather than “bake another [advertising] pie” as Quatre Saisons claimed with 
assurance in the 1985 CRTC hearings on its license application, the new 
station solicited the same advertisers and courted the same audiences as 
established broadcasters. All three networks trod in each other’s path. Radio- 
Canada lowered its program standards somewhat to draw closer to Telé- 
Métropole which had long been the market leader. Télé-Métropole invested 
heavily in programming to wrest audience shares from Radio-Canada. And 
Quatre Saisons groped for a place in the sun. 


All three vied for the same programs, the same advertisers and the same 
audience. They outbid and undercut each other, instead of holding firm on 
their rates. What they should have done is seek to differentiate their sched- 
ules and carve a niche attracting the loyalty of specific segments of the public 
and the advertising market. 


* Aunitofmeasurement covering both the percentage ofa universe reached by amessage and the frequency 
of the exposure to the same message. This concept allows to measure the reach ofacommercial message. 
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RECOMMENDATION 


In markets where rate cards have been disregarded 
for the sake of selling off an inventory or taking 
advertising away from a competitor, television 
broadcasters should take steps to remedy the situ- 
ation and restore discipline to the market. 


Countermeasures 


All three major networks plan to be more assertive in their sales of advertising 
in 1991. 


Both Radio-Canada and Télé-Métropole announced they will refrain from 
conjunction deals. The public broadcaster expects rate increases of 8% to 
10%. Télé-Métropole is taking a long, hard look at previous sales to match 
rates with specific clients and volumes. It predicts rate increases of 6% for 
national sales and 10% to 11% for local sales in 1991. Quatre Saisons is 
closely monitoring rate quotations and hopes for rate increases of 15% to 
18%. 


Children’s advertising 


The Quebec ban on children’s advertising was cited by advertisers as one of 
the difficulties of doing business in the province and by producers as an 
impediment to good children’s drama programming. 


Without proposing a solution, the Children’s Broadcast Institute also directed 
the attention of the Task Force to this problem. 


The producers’ argument was particularly convincing. They noted that private 
broadcasters in Quebec have all but abandoned children’s drama programs 
as a result. This specialty programming in which Quebec broadcasters were 
noted for their excellence is now reduced to 10 to 11 hours a week overall for 


the three networks. 
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Producers contend that the ban does not fully achieve the legislator’s 
objective since it cannot prevent advertising originating outside Quebec from 
being fed into the province. It also has an undesirable effect certainly not 
intended by the law. Toy manufacturers skirt the restriction by supplying entire 
programs to broadcasters. 


lf the ban were lifted or relaxed, producers and advertisers alike say they 
would be willing to adhere to very strict standards. 


Advertising at the CBC 


The Canadian Broadcasting Corporation continually improved its share of 
total television advertising, from 15.5% in 1985 to 19.6% in 1989. Its 
advertising revenue increased at an annual average rate of 15.3%, substan- 
tially more than the 7.2% average annual growth of private television 
advertising. 


The public broadcaster has become steadily more dependent on advertising. 
For the 1989-1990 period ending this past March, advertising made up about 
25% of the CBC’s total revenues of just more than $1.2 billion. The estimated 
total of $303.3 million of net advertising revenue was up 6.5% over the year 
before. (That includes advertising revenues from Newsworld, which went on 
the air July 31, 1989.) On the English side, advertising revenue rose just 4.3%, 
the first time it did not exceed its budget in several years, says the CBC. On 
the French side, advertising revenues did better - up almost 8%. 


The disturbing aspect of the CBC’s reliance on advertising revenue is that it 
tends to draw the Corporation away from its mandate’s cultural priorities in 
favour of high-audience entertainment programming. There are several 
examples of programs on both the French and the English networks which, 
by the CBC’s own admission, would not be aired were it not for the public 
broadcaster's need to generate everything it can from the commercial market 
to supplement parliamentary appropriations. 


In Let's Do It!, its submission to the Federal Task Force on Broadcasting 
Policy in December 1985, the CBC recognized that “it is inescapable that the 
Corporation’s efforts to differentiate its service from those of private Canadian 
and American broadcasters are inhibited by its commercial requirements”. 
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For this reason, this Task Force believes that the CBC’s commercial content 
should be reduced. Not only would such a measure lessen the inventory in 
markets where there is an oversupply of advertising time, but it would help the 
CBC give higher priority to the cultural objectives in its mandate. In return, the 
government should determine to fund the CBC in a manner consistent with 
its obligations under the Broadcasting Act. Indeed, the government should 
guarantee that the CBC will from now on receive at least the same amount of 
funding in constant dollars and appropriate CBC funds by statutory provision 
for a period of three years. 


The Task Force estimates that the CBC would stand to lose approximately 
25% of its total advertising revenue if its commercial availabilities were to be 
reduced from twelve to eight minutes per hour. In the worst case scenario, the 
CBC would have a shortfall of about $75 million a year, that is about $55 
million on the English television network and $20 million on the French. 


The CBC could in good part compensate this loss by raising advertising rates. 
The perceived value of CBC air time is higher than what the Corporation 
currently charges for it. Advertisers are prepared to pay a premium for the 
select audiences the CBC can deliver. The spinoff from such an increase 
would benefit the entire television market, provided private broadcasters 
followed suit. The situation should be monitored to ensure that private 
broadcasters take suitable advantage of the pattern set by the CBC, particularly 
in the Montreal market. 


Another way for the CBC to make up part of the loss would be to reduce 
expenses. The CBC has considerably streamlined its operations during the 
past decade as its parliamentary appropriations were more and more 
restricted, but there remains room for further compression. It is still clearly 
overstaffed in some areas, and overmanaged. The Task Force believes that 
the CBC could lower its expenses even more without further reducing its 


services. 


Thus, if the CBC raised its advertising rates to their perceived value and 
reduced its expenses, it would recapture most of the losses incurred by the 
four-minute decrease of commercial availabilities. 
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lf the CBC were still faced with a shortfall in revenue despite its best efforts 
to downsize and increase its rates, a mechanism should be devised to 
compensate it. A potential source of funds could be provided by the millions 
of dollars in license fees collected from private broadcasters in excess of the 
CRTC's cost and the Department of Communications’ expenses related to 
broadcasting. These funds are drawn from the broadcasting system and 
should properly be returned to the broadcasting system. The CBC, however, 
should be instructed to funnel such additional money into programming. 


RECOMMENDATION 


The Canadian Broadcasting Corporation should be 
required to reduce its commercial content from 
twelve to eight minutes per hour, without altering its 
current advertising restrictions such as in classical 
dramatic presentations and some information pro- 
grams. 


Programs should continue to be structured to per- 
mit twelve minutes of commercial breaks per hour 
so that the Corporation’s privately-owned affiliates 
can use these availabilities for advertising. 


In line with its mandate as a national broadcaster, 
the CBC should also refrain from soliciting local 
advertising except in markets where it is the sole 
local television broadcaster. The CRTC should look 
at the impact of recently introduced regional adver- 
tising on CBC's network programming. If this practice 
were found to have a negative effect on privately- 
owned affiliates of the Corporation, the CBC should 
be instructed to refrain from soliciting such adver- 
tising. 


In return, government should guarantee that the 
CBC’s public funding will at least remain constant 
and appropriate the funds by statutory provision for 
revolving three-year periods, as recommended in 
Chapter Il. 
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Television can increase its share 


The Task Force believes that television has the potential to significantly 
increase its share of advertising revenue. The public and private components 
of Canadian television can work together to resolve the problems plaguing the 
industry and retrieve much of the marketing expenditures lost to consumer 
and trade promotion. 


RECOMMENDATION 


The Canadian television industry - public and pri- 
vate broadcasters, and advertisers - should act 
cooperatively to restore television as the prime 
advertising media. 


A television marketing bureauv 


Private television’s current economic woes are not merely due to external 
circumstances (recession, drop of retail sales, increase of services). There 
are inherent weaknesses in the industry. 


In the face of increasing competition, the industry must take steps to correct 
these weaknesses. One obvious step is to form a marketing bureau, following 
the example of the print media, and to develop a marketing strategy designed 
to convince advertisers of television’s value in fostering long-term customer 


loyalty. 


All components of the television industry should join in this effort including the 
Television Bureau of Canada, the Canadian Broadcasting Corporation, the 
Canadian Association of Broadcasters, the Association of Canadian Adver- 
tisers, the Institute of Canadian Advertising, the Canadian Media Directors’ 
Council and the Canadian Advertising Foundation. A similar organization 
should be formed for French-language television, including the Association 
canadienne de la radio et de la télévision de langue frangaise, the Association 
des agences de publicité du Quebec and the Conseil des directeurs médias 


du Québec. 
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These marketing bureaus’ functions would be to help television broadcasters 
better communicate with advertisers, informing them of opportunities, and 
responding to their requirements -in short, providing better service to the real 
client, the advertiser. 


The French-language organization should further dedicate itself to the 
particular task of increasing Quebec’s share of the Canadian advertising 
market and bringing Montreal advertising rates into line with those in effect in 
comparable Canadian markets (e.g. Toronto and Vancouver). 


RECOMMENDATION 


Television, both public and private, should develop 
a joint marketing organization to fashion a national 
television marketing strategy, promote the media to 
advertisers and seek to increase television’s share 
of media advertising. The Television Bureau of 
Canada, which already exists, could be given ad- 
equate financial support to perform this function. The 
same kind of organization should be set up to look 
after the interest of the French-language market. 


This national television marketing strategy should 
provide for: 


| The development of a psychographic 

data base, including data such as 

consumer buying habits, preferences, 

_ perceptions, and lifestyles, to provide 

a closer match between viewers who 

are prospective clients and specific 
advertisements; 


| The development of a computer-based 
inventory management system, similar 
inconceptto the airlines’ seat manage- 
ment system, to be made available for 
the use of all broadcasters; 
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S The development of a forecasting model 
of the television industry incorporating 
factors such as revenues, expenses, 
audience data, economic indicators, 
consumer behaviour data; and 


| The development of a media buyers’ 
orientation program to ensure that 
media buyers become thoroughly fa- 
miliar with regional markets and pro- 
gramming across Canada. 
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CHAPTER V 


THE BROADCAST DEVELOPMENT FUND 


The prime objective of the Broadcast Development Fund is to make high 
quality Canadian productions available to television broadcasters and the 
Canadian public. 


Specifically, as outlined in the Fund’s 1990-1991 policy statement, it is to: 


od stimulate the production of Canadian television drama, 
variety, children’s and documentary programs; 


ae assist in the production of programs that will be shown 
in prime time, with the exception of children’s programs, 
and reach the broadest possible audience; 


a foster the development of an independent television 
production industry. 


The Task Force is particularly mindful of two of the Fund’s guidelines: the 
apportionment of two thirds of its $75 million endowment to English-language 
production and one third to French-language, and its readiness to invest in 
quality projects from every region of Canada. 


Canadian television has considerably changed since the Broadcast Fund 
came into being in 1983. There are now more stations and networks; the 
CRTC has stronger Canadian program requirements; tax shelters have been 
revised, curtailing private sources of financing for television and film produc- 
tion (except in Quebec where more generous policies offset federal restric- 
tions); and CBC budgets have been severely pared down. Telefilm has had 
to adapt its Broadcast Fund to these new conditions. 
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Investments in Canadian programs 


From 1986 to 1990, the Broadcast Fund invested $265.5 million in Canadian 
programs - 65.3% in English and 34.7% in French - generating more than 
$800 million of production. (TABLE V.1) The smaller percentage invested in 
French programs in 1989-90 is explained by administrative procedures and 
does not indicate a trend. Several contracts were signed right after the end 
of the fiscal year and rolled over into the next year. 


Table V.1 


Br Fund Investmen nadian P. 
(in thousands of dollars) 


Ebner) Acionl Rorsteuns Riscaer, Cavan ay 
French 


Drama 
Variety 
Children 
Documentary 
Sub-total 


English 


Drama 
Variety 
Children 
Documentary 
Sub-total 


Source: Telefilm Canada Annual Reports 


More than 60% of the Fund was allotted to drama production, showing a 
resolve to develop this type of program, particularly in English. 


A supplementary annual endowment of $16 million was added to the 
Broadcast Fund’s resources in 1988-1989, to be shared equally between 
French and English drama production. For projects earning a perfect score 
under the Fund’s point system, Telefilm’s financial participation may go up to 
70% of the budget of French productions and 49% of English. 
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RECOMMENDATION 


With its additional annual endowment of $16 million 
to be shared equally between French and English 
television, Telefilm should guarantee a 60%-40% 
split of its overall Broadcast Program Development 
Fund between the two linguistic sectors. 


Over the years, the Broadcast Fund has become a major production financing 
instrument for the CBC and, increasingly, for private broadcasters. 


Telefilm’s regional investments (TABLE V.2) increased significantly over the 
four-year period, from 10.5% in 1986-1987 to 22.2% of total investments in 
1989-1990. The growth occurred mainly in British Columbia. Montreal’s share 
dropped to 30.4% in 1989-1990 from 44.6% in 1986-1987. Toronto, Canada’s 
other major production centre, was able to maintain an average 45.4% share. 


Table V.2 


TELEFILM'S INVESTMENT, BY REGION 
(1986-87 to 1989-90) 


TOTAL 
100.0% 


| 


Tin 
Montreal Toronto Rest of Canada 
1986-87 44.6% 44.9% 10.5% 


1987-88 44 8% 44.1% 11.1% 100.0% 


1988-89 39.4% 45.2% 15.4% 100.0% 


100.0% 


100.0% 


1989-90 30.4% 47.4% 22.2% 
Average 39.8% 45.4% 14.8% 
Gap 


[1986-1990 | ——-14.2% 2.5% 11.7% 


Source: Telefilm Canada Annual Report 
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An analysis of financial involvement in Canadian independent television 
production (TABLE V.3) shows that: 


zB Telefilm’s contribution to French and English produc- 
tions is approximately the same; 


ae private investors contribute more to French-language 
productions, mainly because of Quebec’s tax shelter 
(CCA)"; 


me English-language productions derive a higher propor- 
tion of their financing from broadcasters and foreign 
SOUICeS. 


More funds have to be generated from private investors to do the kind of 
programming that will be required by Canadian television in the 1990’s and 
beyond. The government should consider a tax credit, or some other fiscal 
incentive, to encourage private investment. The interests of television broad- 
casters should be considered in the introduction of any such measure. 


RECOMMENDATION 
The government should consider tax incentives in 
the form of a tax credit to stimulate private invest- 


ment, including investment by private broadcast- 
ers, in the production of Canadian programming. 


* The tax shelter has since been abolished and replaced by a tax credit program. 
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Table V.3 


Financial Participation in Independant Television Production 
(1986-87 to 1989-90) 


Other governments 
Private investors 
Producers 
Broadcasters 
Distributors 

Foreign participants 


4.6 
Others? co ee ed 

* Amount set aside by producers outside the financial structure as guaranteed revenues for investors. 
Source: Telefilm Canada (compiled by NGL) 


English-language’ productions generate more funds from presales and reve- 
nue guarantees in foreign countries ($90 million or 67% of total). Foreign 
involvement in French productions is comprised almost entirely of official 
coproduction shares ($40 million or 95% of total). (TABLE V.4) 


Table V.4 


Foreign Participation in Canadian Productions 
(1986-87 to 1989-90) 


(in millions of $) 


_ 


Sources 


French English 


Foreign share in official coproductions $45 


33.3% 

Presales and revenue guarantees $90 
66.7% 

TOTAL $135 
100.0% 


Source: Telefilm Canada (compiled by NGL) 
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On average, television broadcasters invested 28% of the total budget of 
French productions and 23% of English productions. (TABLE V.5)* 


Table V.5 


nadian Br rs' Participation* % of Total Bi t 


(Average from 1986-87 to 1989-90) 


* Includes in and outside the financial structure. 
Source: Telefilm Canada (compiled by NGL) 


For each dollar of broadcasters’ involvement, Telefilm invested $1.45 in 
English productions and $1.21 in French productions. (TABLE V.6) 


In drama, the most important category, the disparity was even greater: $1.15 
in French compared to $1.50 in English, reflecting the relatively higher cost 
of English dramas, and a weaker participation of English television broadcast- 
ers (23%) compared to French (28%). 


* 


The broadcasters' participation includes the amounts incorporated into the budget structure of projects 
as well as those considered "out of structure such as the license fee", which explains the difference with 
the percentages attributed to broadcasters in Table V.3. 
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Table V.6 
Telefilm's Investment for Each Dollar of Broadcasters’ Participation 


(1986-87 to 1989-90) 


Source: Telefilm Canada (compiled by NGL) 


Cost per hour 


As seen above, 65% of the Fund was used for English productions and 35% 
for French productions. But the French accounted for 59% of the hours 
produced against 41% for the English. 


This reveals a huge difference in the average hourly cost of production 
between the two languages. An hour of English production cost $568,000 
against $204,000, or nearly three times less, for French.(TABLE V.7A) This 
is largely explained by the fact that French-language broadcasters, forced to 
generate far more original programming than their English counterparts with 
far less revenue potential, tend to finance more modest independent produc- 
tions. 


The gap tends to widen as production costs increase much faster in English, 
from $499,000 in 1986-87 to $711,000 in 1989-90, an average yearly 
increase of 12.5%. In French, they increased from $242,000 to $275,000, a 
yearly growth of 4.4%. (TABLE V.7B) 
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Table V.7A 


Hours of Production and Average Hourl er Program 
(1986-87 to 1989-90) 


Drama 


Variety 
Children 


Documentary 


Variety 
Children 


Source: Telefilm Canada (compiled by NGL) 


Table V.7B 


Average Hourl Language an Program Cate 
(in thousands of $) 


Children 
Documentary 


Total 
Source: Telefilm Canada (compiled by NGL) 
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The table below shows the disparity between French and English television 
average production costs, year to year, from 1986 to 1990. (TABLE V.8) 


Table V.8 


Cost Increase Factor of English/French Productions 


E/F 


1986-87 24 
1987-88 2.8 


1988-89 3.5 
1989-90 PAS) 


Source: Telefilm Canada (compiled by NGL) 


Return on investment 


Telefilm’s return on its investments hinges on its recovery policy which has 
varied through the years depending on the greater or lesser involvement of 
private investors and tax incentive programs. This explains that returns have 
not substantially improved since 1987-1988 despite the increase in Telefilm’s 
catalogue. 


The gap between English and French productions is greater than the disparity 
of guaranteed income, because of the stronger involvement of private 
investors in the latter and the higher income potential of the former. (TABLE 


V.9) 


For example, after three full years of operation, the additional income 
generated by French productions financed in 1985-86 amounted to only 3% 
of total Canadian budgets and that generated by English productions totalled 
8%. As a result, a larger share of French production budgets had to be 


assumed by risk capital. 
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Table V.9 
Portion of Guaranteed Revenues at Contract Signature 


English production 


French production 


Source: "Study of the Revenues Earned by Canadian Productions", 
undertaken by Miche! Houle et Paul Audley & Ass. Ltd. 
for Telefilm Canada, September 1990 


Since French-language production must rely on a greater measure of risk 
capital than English-language productions, special steps should be taken to 
stimulate private investments on the French side. In any tax credit program 
considered by the federal government, therefore, care should be taken not to 
neutralize the assistance already provided by the Quebec government to 
French-language television program production. 


RECOMMENDATION 


Any tax credit program considered by the federal 
government to stimulate the independent produc- 
tion of television programs should be complemen- 
tary to existing tax credit programs in Quebec. 
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Effect on viewing 


The share of total viewing captured by Canadian programs is increasing, 
reflecting an increase in the quantity and the quality of Canadian programs, 
as well as better scheduling and promotion. 


In English television, Canadian programs’ share of total viewing rose from 
26.7% in 1984-1985 to 31.6% in 1988-1989 (TABLE Ill.1). In prime time, it 
rose from 19.6% to 24.9%. In French television, the proportion, already much 
higher than in English, rose from 66.8% in 1984-1985 to 76.4% in 1988-1989. 
In prime time, it rose from 58.8% to 76.3%. 


Fund-assisted programs captured an increasing share of the audience for 
Canadian programs in prime time (TABLE V.10, CHARTS V.1A & V.1B). Their 
audience share rose to 8% (English) and 14% (French) in 1988-1989, 
compared to only 4% in 1984-1985. 


Table V.10 


Viewing of Canadian Programs on English and French TV during Prime Time 
7:00 PM - 11:00 PM 


French English 
Funded Not Funded Funded Not Funded 


1984-85 4.0% 54.8% 4.0% 15.6% 
1985-86 7.0% 53.3% 7.0% 15.2% 
1986-87 10.0% 53.0% 10.0% 12.7% 
1987-88 15.0% 53.3% 8.0% 16.6% 
1988-89 14.0% 61.2% 8.0% 17.4% 


je =e 
Average Annual 
Growth 28.5% 2.2% 14.9% 2.2% 


Source: CBC Research (A.C. Nielsen September-March) 


WUE EE ttt. \ "\ Li ddddecdcdedededdecdeedecedtteddtedddted 


Chart V.1A 


Viewing of Canadian Programs on French TV 
during Prime Time 
(7:00 p.m. — 11:00 p.m.) 
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Chart V.1B 


Viewing of Canadian Programs on English TV 
during Prime Time 
(7:00 p.m. — 11:00 p.m.) 
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Without the Broadcast Fund, itis unlikely that Canadian programs would have 
achieved as high a level of prime time viewing. The CBC could not have 
funded as many high quality programs and the Canadianization of its prime 
time schedule would not have been as successful. The Fund’s rule stipulating 
prime time showing also enabled private broadcasters to leverage their 
license fees to meet CRTC requirements. 


RECOMMENDATION 


Considering the Broadcast Fund has been success- 
ful in achieving its original purpose and increasing 
the audience for Canadian programs, the govern- 
ment should consider enriching the Fund over the 
years. Any reduction of budget or fundamental 
change in the Broadcast Fund program would 
jeopardize federal government’s policies on Cana- 
dian television. 


Impact on the CBC 
The CBC has been a major user of the Fund since its inception. 


From 1986-87 to 1989-90, the CBC was allotted over 50% of the Broadcast 
Fund’s budget for English-language productions. Its share dipped below that 
mark in the last two years not because of any policy change, says the 
management of Telefilm, but because private sector broadcasters increased 
their participation. (TABLE V.11) 
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Table V.11 


Disbursement of Broadcast Fund Resources by Broadcaster Groups 


(in millions of $) 


% of $ % of $ 

French 
SRC 27% $11.2 55% 
Other* 46% $17.4 73% $9.2 45% 
TOTAL 100% 7 $23.3 100% $20.4 100% 

English 
CBC 59% $24.5 62% $23.7 45% 
e Other* at $19.1 41% $15.1 38% $29.2 55% 
TOTAL $46.8 si 100% $39.6 100% $52.9 | 100% 

Total 

SRC/CBC $43.5 57% $30.7 49% $34.8 47% 
Other* $32.4 43% $32.4 51% $38.5 53% 
TOTAL $75.9 100% | $62.8 100% $73.3 100% 


* includes private conventional broadcasters, educational, pay-TV and specialty services 
Source: Telefilm Canada 


Impact on private broadcasters 


Private broadcasters have made increasing use of the Fund as a means of 
optimizing their Canadian program expenditures. 


In the past four years, private broadcasters have committed $77.1 million 
directly to production financing through the Broadcast Fund (TABLE V.12, 
CHART V.2). 


French-language private broadcasters participated in earnest in 1987-1988 
and in 1988-1989, although there was a fall-off in 1989-1990. 


English-language private broadcasters have maintained steady participation 
from 1986 to 1989 and experienced an almost 50% jump in 1989-1990. 
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Table V.12 


B icipation in Fund- i r i 
(in millions of $) 


pS ee ee ee 


French Production 
Conventional TV 

* private 

* public 
Educational TV 
Specialty TV 


Conventional TV 
* private 
* public 
Educational TV 
Specialty TV 


Source: Telefilm Canada (Compiled by NGL) 


WLLL /_/_ | Z!?!Z®:_Z ti@t tetbtltttt#ttt:0:4.\"" 2 eeeeeceeeeececedececceececettd 


Chart V.2 


Broadcasters Participation in Fund-Assisted French Production 


| B Private Conventional TV 
® Public Conventional TV 
®& Educational TV 
® Specialty TV 
Pay TV 0.70% 


l 


48.1% 
Source: Telefilm Canada (compiled by NGL) 


Broadcasters Participation in Fund-Assisted English Production 


1.9% 


@ Private Conventional TV 
® Public Conventional TV 
43.7% % Educational TV 
= Specialty TV 0.80% 
| @ Pay TV 0.30% 


Source: Telefilm Canada (compiled by NGL) 


Distinct policies 


The Memorandum of Understanding (MOU) establishing the Broadcast Fund 
and its internal policy sets goals and orientations, determines the categories 
and conditions required of projects to qualify for assistance, and states 
exceptions applicable to French-language productions. 


The appropriateness of acommon set of rules and objectives for productions 
inthe French and English television market is open to question when all recent 
studies, and even the new Broadcasting Act, state that each market has its 
own different characteristics and should be the object of different policies. 
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RECOMMENDATION 


Telefilm should formulate different objectives and 
policies for French and English television broad- 
casters, taking into account their distinctive envi- 
ronment, development potential and structural 
strengths and weaknesses. 


The evolution of television and independent production in English Canada is 
largely dictated by its geographic, social and cultural proximity to the U.S. 
market, with the advantages and disadvantages it involves. 


About 75% of the so-called “foreign” revenues of English-language produc- 
tions come from the United States. English Canadian prime time viewing is 
devoted in the same proportion to foreign, mainly U.S. programs. English- 
language television and program production derive unique characteristics 
from this situation: 


| concepts, formats and hourly budgets are akin to those 
of U.S. productions; 


& programs have a much higher financing potential from 
co-ventures, presales and syndications; 


a identical programs distributed on cable can be substi- 
tuted; and 
i because they share cultural references with the U.S. 


Canadian productions often fare better in world markets. 


French-language television and independent production are self-sufficient 
and far less permeable to foreign influence. This also involves advantages 


and disadvantages: 


fel close to 97% of production revenue come from Cana- 
dian sources; 
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a some 75% of prime time viewing is devoted to Canadian 
programs; 


« revenue from presales in foreign and English-language 
markets (United States, United Kingdom, English 
Canada, Australia) is virtually excluded; 


| cultural references become ahandicap in foreign markets. 


Mass appeal U.S. programs can be licensed for a fraction of the cost of 
Canadian programs, and their audience value in English Canadais expanded 
by about one third through the simultaneous substitution of identical pro- 
grams on U.S. border stations. English-language private television broad- 
casters need mass appeal Canadian programs to satisfy CRTC content 
requirements. French-language broadcasters need a high volume of indig- 
enous programs which are more attractive than foreign programs to Quebec 
audiences. 


To meet CRTC requirements, English-language television broadcasters 
have a financial incentive to purchase “six-pointers” - programs that garner 
only six points on Telefilm’s scale of 10. They are increasingly available and 
can be procured at about the same cost per play as U.S. programs. 
Broadcasters may prefer them to Fund-assisted programs that have more 
stringent Canadian content requirements and may cost two to three times 
more. French-language broadcasters claim they may not afford to participate 
in the Fund, since their need is for low-cost volume. Such programs have 
mass appeal, but may not satisfy the Fund’s quality criteria. 


Broadcasters’ criticisms 


In our consultations, television broadcasters levelled four broad criticisms at 
Telefilm’s management of the Broadcast Program Development Fund: 


a Project selection criteria were found too rigid; 


a Telefilm’s 30% license fee was deemed too high or too 
restrictively applied; : 
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a Telefilm tended to behave as a programmer rather than 
a banker; 


i] Independent and regional broadcasters felt largely ex- 
cluded from Telefilm funding. 


Selection criteria 

The main criteria used by Telefilm to qualify projects are: 
| their intrinsic value; 
] Telefilm’s investment recovery potential; 
| the eligibility of the producer; and 


a the ability of the broadcaster to meet Telefilm’s license 
fee requirement. 


Telefilm’s staff then proceeds to do a comparative analysis taking into 
account Canadian content, the quality of the writing, originality, creative and 
production support, anticipated distribution, commercial potential, cultural 
impact, financing, budget realism, the terms and conditions of recovery of the 
investment, and contribution to the advancement of national production. 


The CBC does not believe a project can be fairly assessed on the sole basis 
of its intrinsic value. There is also the matter of how it fits into the broadcaster’s 


schedule. The CBC stated: 


Television is a mass communication tool. It must reach 
and interest as many viewers as possible and must also 
act as a mirror of the society in which it operates. The 
CBC has varied audiences with varied interests requir- 
ing varied television genres. While drama is one element 
of the service the CBC must provide, so too are maga- 
zine programs, talk shows, variety and quiz programs, 
fine arts programs, conservative programs, bolder pro- 


grams, big budget as well as low budget programs, 
informative, entertaining, educational programs, some 
for the young, some for the old, etc. It is in this diversity 
that the Corporation provides a homogeneous whole 
that, taken overall, reflects its absolute uniqueness as a 
public broadcaster. 


The point here is that, while quality is an essential 
element of each program, it cannot be determined solely 
on the basis of rigid, quantifiable criteria. There is the 
danger that the strict application of Teletilm’s selection 
criteria can provide unnecessary constraints to the fund- 
ing of some programs. 


Both the CBC and the Canadian Association of Broadcasters (CAB) felt 
projects should be selected in closer consultation with broadcasters. The 
CAB would like Telefilm to make its annual planning a truly consultative 
process and believed the agency should have on-going discussions with 
broadcasters. 


License fee 


Private broadcasters considered the 30% license fee for projects financed by 
the Broadcast Fund too high. 


The CAB said the 30% fee limits access to the Fund for independent and small 
broadcasters, and French-language broadcasters. “License fees’, it said inits 
brief, “should reflect the actual economic of a given market.” 


To offset the fee or part of it, CTV suggests that Telefilm allow broadcasters 
to negotiate an equity or profit participation arrangement with producers - a 
position echoed by the CAB and others. 


The broadcaster, said the CAB, would then have the 
opportunity of enjoying a return on the substantial con- 
tribution in the project in the event the series is success- 


“/édededeeeeedeeettttttttttt..\" Ue E_ E@_ E@_ EECEEEEELLHHHEXE- 


fully sold abroad and resold in Canada. Broadcasters 
should have the ability to mix a fair license fee with equity 
to reach the 30% hurdle. 


The 30% rule found a staunch defender in the CBC, which said: 


By putting this new rule into effect, Telefilm was able to 
achieve an important objective: that of limiting produc- 
tion budget increases which were threatening to go out 
of control. The 30% license fee has effectively capped 
spiralling project costs. 


The CBC, however, cautioned against the danger of discouraging production, 
“to the point where major new series may never go into production”. \t sug- 
gested that Telefilm apply the rule with discretion and permit exceptions. 


The CBC also proposed that services be accepted from broadcasters as part 
of their license fee, notably when a broadcaster is the only party in a region 
with suitable production facilities to realize the project. 


Programmer or banker? 


Most broadcasters had qualms about Telefilm’s penchant for meddling with 
the content of programs and acting as a programmer rather than a banker. 
The CBC was most explicit: 


Obviously, broadcasters must continue to have the final 
say on the programs they intend to provide their audi- 
ences. While it is true that the financial limits of the 
Program Fund have put Telefilm in the position of having 
to make certain choices, the CBC remains firmly of the 
view that these choices must always be made in close 
cooperation and consultation with the broadcasters who 
will ultimately be expected to air the resultant programs. 
[...] the decision to fund or not to fund a specific project 
cannot be made merely on the basis of an analysis of its 
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intrinsic value. In other words, when broadcasters con- 
sider one program is more important than another, it 
should not be up to Telefilm to set the order of priority for 
them. 


Western International Communications was very concerned by 


_..the tendency of Telefilm to see itself as part of a 
cultural rather than an industrial strategy. This attitude 
has serious negative implications for the Canadian 
production industry. Moreover, itlengthens the odds that 
Canadian products will be successful in the world market. 


Télé-Métropole and CHUM Ltd. (CITY-TV) both said this practice had 
discouraged independent broadcasters from even applying to Telefilm for 
funding. 


The content analysis rules observed by Telefilm, said 
Télé-Métropole, muddle the relationship between the 
producer and the broadcaster and sometimes even cast 
doubt on the broadcaster's choice. 


After securing an agreement with the broadcaster, the 
producer must convince Telefilm of the value of his 
project: either Telefilm accepts and there is no problem, 
or Telefilm refuses and the broadcaster's credibility is 
seriously shaken, or Telefilm asks to alter the project and 
the producer must convince the broadcaster of the value 
of his revision. The broadcaster’s experience, his re- 
search methods are thus put into question by Telefilm 
Canada’s judgment. Why ask the broadcaster then to 
confirm his interest in a project? Also what are Telefilm’s 
content criteria? Is there not a danger of standardizing 
and uniformizing contents through Telefilm Canada’s 
intervention? 
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CHUM passed a sweeping judgment on Telefilm’s policies: 


Over the last several years, films produced in associa- 
tion with CITY-TV have tended to rely less and less upon 
Telefilm assistance. We believe there are several rea- 
sons for this occurrence. First, due to the sheer number 
of projects submitted to Telefilm, producers are finding 
it increasingly difficult to receive Telefilm commitment 
for funding. Unless significant budget increases are 
obtained by Telefilm, this situation is not likely to improve. 


Secondly, producers who desire to make films that 
diverge from commercial or mainstream interest of the 
large networks now encounter increased apathy from 
Telefilm. Telefilm’s policy to favour projects that stand a 
better chance of investment recoupment has worked to 
the detriment of smaller, independent television stations 
that wish to support local producers. 


Thirdly, the Telefilm policy that broadcasters’ license 
commitments must represent a minimum of 30% of a 
film’s production budget has made it difficult for many 
broadcasters to participate in projects financed by 
Telefilm. There is strong agreement by independent 
broadcasters and producers that this requirement rep- 
resents an arbitrary and illogical expectation that cannot 
be achieved given the economic realities of our industry. 
Further, this policy expressly disqualifies single stations 
from participation. 


Since access to the Broadcast Fund has historically 
been contingent on the ability of the producer to secure 
a prior television license for the program, the dilemma 
caused by Telefilm policies is evident. Even though a 
producer has obtained all other private funding neces- 
sary to produce his project, including a Canadian tel- 
evision presale, Telefilm will nonetheless refuse to par- 
ticjpate unless the 30% threshold is achieved. 
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In other cases, Telefilm disregards the judgment of the 
independent station that commits to finance and license 
Canadian films. Telefilm prefers to exercise its own 
“creative” judgment in deciding whether to support an 
application for funding, even though the opinion that 
should really matter has already been made. The trans- 
formation of Telefilm from a financial investor into a film 
studio operation is of great concern. As a result, more 
producers are being forced reluctantly to exclude Telefilm 
as a potential investor in their projects. 


CECE Inc. claimed that Telefilm’s mandate restricting its support to drama, 
variety, documentary and children’s programs of high quality confines its 
funding to “well-established, profitable” broadcasters. CHUM also complained 
that independent broadcasters were unable to access Telefilm funding: 


As Canadian networks benefit immensely from Telefilm- 
supported projects, independent stations must also be 
entitled to share in the program financing the Broadcast 
Fund generates. As independent Canadian stations 
endeavour to produce quality local programming, Telefilm 
could provide crucial financial resources. As the eco- 
nomic environment requires creative solutions to tel- 
evision programming initiatives, a rethinking of this 
particular Telefilm policy is timely. 


Claiming a distinct audience of more than 900,000 - more than educational 
television, science and children’s programs - pay television pleaded to be able 
to trigger the Broadcast Fund to support made-for-television 90-minute films. 


The CBC, TVOntario and Radio-Québec complained that Telefilm is not 
authorized to fund formal educational programs. TVOntario said it uses some 
300 hours of documentaries every year and would like to rely on Telefilm’s 
help in funding some of these programs. 
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Telefilm’s response 


Telefilm has already addressed most of these criticisms in its new business 
plan. 


Independent producers, it claims, insist more than Telefilm on a high license 
fee. Indeed, the suggestion of broadcaster equity as part of the license fee 
raised stiff opposition from independent producers. The Association des 
producteurs de film et de télévision du Québec strongly disputed that the fee 
was beyond the broadcasters’ capacity to pay. It cited as evidence the fact 
that the CBC not only recouped its license fee, but recorded a profit on the first 
airing of Lance et compte and Les Filles de Caleb, the two costliest produc- 
tions financed by Telefilm in the French language market. 


The size of the French market and the advertisers’ ability to pay, however, 
prevent the CBC’s French network from getting a maximum return from such 
programs. Contrary to standard practice in the U.S., the commercials inserted 
in Les Filles de Caleb, which reached well over three million viewers or about 
80% of the available audience, cannot be sold for twice as much as those in 
programs that reach 1.5 million viewers. The French network, therefore, 
cannot turn out profits commensurate with the success of its independently 
produced programs. Some of the commercial spots included in the program 
had also been presold at discount prices. 


Telefilm has shown flexibility and agreed to finance projects even when the 
broadcaster failed to come up with the required license fee. Bordertown, ENG, 
Chestnut Avenue, Babar, and Les Filles de Calebare all examples of projects 
financed by the Broadcast Fund for which the broadcaster paid a license fee 
far lower than 30% of the production cost. 


RECOMMENDATION 


Telefilm should show some flexibility in its license 
fee requirement of 30% and modulate it according to 
the program category and the television broad- 


caster’s ability to pay. 
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In any case, Telefilm is devising a new set of rules under which an equity 
investment of at least 5% will reduce the license fee by up to 5%. 


RECOMMENDATION 


Private broadcasters should be able to negotiate an 
equity share in the program as part of their license 
fee. 


To improve access to the Fund by independent and small broadcaster 
groups, Telefilm is considering lower thresholds for projects that do not have 
presale commitments for all regions of Canada. If Alberta stations were not 
licensed for a project, for instance, deeming they represent about 10% of the 
national advertising market, the license fee would be reduced accordingly. In 
compensation for the lower license fee, the producer would retain the rights 
to the unserved markets. 


RECOMMENDATION 


Lower license fee thresholds should be considered 
for projects that do not have presale commitments 
for all regions of Canada. 


As much as it wants to facilitate participation by all broadcaster groups to 
enlarge the pool of desirable Canadian programs, Telefilm notes that its 
mandate is not to solve the private television industry’s structural problems. 
The Fund’s objectives are to stimulate investment in “high quality, culturally 
relevant Canadian programs” reaching the “broadest possible Canadian 
audiences”. Independent broadcasters, therefore, have to put forward projects 
that are competitive with those submitted by the networks. 


Charges of interference with broadcasters’ prerogatives stem from the 
ambiguity of the Broadcast Fund’s mandate which assigns both cultural and 
industrial development objectives. Telefilm officials recognize that many of 
the elements that motivate the approval or rejection of applications involve 
judgment calls, but the Fund is driven by public policy objectives and needs 
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to be publicly accountable. Producers have a better understanding than 
broadcasters of Telefilm’s responsibility in this regard. They also know that 
the Broadcast Fund is the dominant force in the Canadian production 
financing environment, with little private investment to counteractits influence. 


RECOMMENDATION 


Telefilm should strive for maximum clarity in its 
project evaluations. At the same time, the television 
industry should recognize and accept that Telefilm 
has to make decisions involving judgment calls and 
a measure of subjectivity. 


Telefilm is willing to be more flexible on its selection criteria, to remove those 
conditions that intrude on the broadcasters’ domain and commercial practices. 
But, it hastens to add, broadcasters themselves would not countenance 
arbitrariness. The virtue of hard and fast rules is that they are equitable, much 
easier to manage, and leave little room for bias. 


Telefilm is also exploring means to improve its consultation process with the 
industry. One of these would be to hold regular meetings with industry 
members or their associations throughout the year, although this was 
attempted in the past with moot success. Telefilm points out that effective 
industry consultation is difficult to achieve since the process is often blamed 
when suggestions proffered by the industry are not promptly converted into 


policy. 
RECOMMENDATION 


Telefilm should review its body of rules and stand- 
ards to ensure that it does not infringe on broadcast- 
ers’ prerogatives and commercial practices, and 
encourage greater consultation between all part- 
ners of the television broadcasting and production 


industry. 
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Consistent with its duty to aim at the widest audiences, Telefilm is loath to 
grant access to the Broadcast Fund to pay television which is only seen by 
10% to 12% of Canadian viewers. It should be noted that a pay television 
project becomes eligible for Fund assistance if it is guaranteed airing on 
conventional television. Outside of pay television, conventional television 
does not show much interest for 90-minute made-for-television movies. 
Conventional broadcasters are willing to purchase second-run rights to 
telefilms, but at a much lower fee than required to trigger the Fund. With the 
limited amount of money available in the Broadcast Fund, any concession to 
pay television would be at the expense of the networks and major broadcast- 
ers. 


RECOMMENDATION 


Telefilm should continually explore ways to tap into 
the industry’s programming demands to meet target 
and quality program objectives. One way would be 
to enable pay television to access the Feature Film 
Fund. 


A long-term view 


Some broadcasters are taking a greater interest in nurturing and investing in 
television series and other projects. Examples are: 


| the development funds established by CanWest, Rogers, 
Maclean Hunter, and others; 


i the new program development plan established by 
Western International Communications Inc.; 


] the license fee plus equity commitment in a series such 
as ENG without any foreign presale commitment. 


This represents a positive commitment to Canadian programming and should 
lead to greater broadcaster involvement in stimulating foreign interest in 
Canadian programs. : 
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There is a risk that broadcasters constrict the library value of projects at the 
expense of independent producers. As long as there are heavy license fees, 
broadcasters will tend to obtain a share of the spoils by negotiating an equity 
stake. Their leverage is to license so-called industrial Canadian projects or 
“six-pointers” outside the Fund which can cost far less than Fund-assisted 
projects. This may lead to privately negotiated license fee/equity trade-offs 
between broadcaster and producer, even though the broadcaster officially 
meets the Fund’s license fee threshold. 


Telefilm should see to it that producers retain rights in projects for their long- 
term value. 


RECOMMENDATION 


While encouraging broadcaster equity investment 
in programs, Telefilm should ensure that independent 
producers retain rights for their long-term value. 


The Memorandum of Understanding 


The Canadian Film Development Corporation Act is still the enabling legisla- 
tion for the Fund even though the objective of the Actis to “foster and promote 
the development of a feature film industry”. 


When the Broadcast Fund was created in 1983, it was decided the CFDC - 
under the name of Telefilm - would assume the new responsibility with explicit 
directions contained in a Memorandum of Understanding (MOU). 


The MOU has since been amended about every two years in response to 
changing conditions in the marketplace and government policy thrusts. The 
Fund’s basic objectives, eligibility criteria and overall balance aims (i.e. 
English/French, private/CBC, etc.) have been retained, however. 


The MOU remains a negotiated contract between Telefilm and the Minister 
of Communications. While there have been periodic consultations between 
Telefilm and the Minister, typically on matters of policy, the MOU has provided 
consistent direction for the Broadcast Fund. There have been directions given 
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by the Minister of Communications, but in project selection the agency has 
always maintained an arms length relationship with the Minister and the 
Department. 


RECOMMENDATION 


The Memorandum of Understanding has been an 
appropriate and useful instrument for governing the 
Broadcast Program Development Fund. It should 
be maintained as it provides for flexibility without the 
need to resort to legislative changes. 
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CHAPTER VI 


ALTERNATIVE PROGRAMMING SERVICES 


The concept of alternative programming services goes back to 1978 when the 
Canadian Broadcasting Corporation (CBC) first proposed CBC-2 and Télé- 
Canada, cable-delivered services directed at narrower audiences than the 
mainstream programming it is mandated to provide. 


The CRTC rejected not the concept, but the idea that it should be carried out 
by the CBC. The CRTC was given no assurances it could be adequately 
funded, and the Commission was adamant that no public funds be diverted 
from the CBC’s regular program operations to such services. 


The National Film Board (NFB) filed an application with the CRTC to launch 
what it called TV Canada, based on the same concept. Again the CRTC 
turned down the application on the grounds of inadequate funding. 


The [Caplan-Sauvageau] Task Force on Broadcasting Policy, appointed in 
1985, followed up on the idea. Inits 1986 report, it called for the establishment 
of separate non-commercial Canadian programming channels which it called 
TV Canada in English and Télé-Canada in French. On the French side, 
Caplan-Sauvageau suggested that the alternative service be combined with 
the all-news service, but it proposed two separate services for the English- 
language market. 


TV Canada was to include: 


me youth and children’s programs; 


we repeats of the best programs originally broadcast by 
national and provincial public, private and community 
broadcasters; 

& National Film Board productions; 

g arts productions and documentaries by independent 


producers not given air time on conventional networks; 


Ge French-language programs dubbed or sub-titled in 
English; 
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@ regionally-produced programs in the above categories. 


Conversely, Télé-Canada would carry English-language programs dubbed 
or subtitled in French, and add news and public affairs to its schedule. 


This alternative service was to be delivered via satellite to cable systems. 
Carriage would be mandatory and funding would be provided by subscriber 
fees. 


The House of Commons’ Standing Committee on Communications and 
Culture, reviewing the Caplan-Sauvageau recommendation, agreed that 
such alternative programming services were needed. It differed with the Task 
Force, however, in recommending that the services not be forced on cable 
systems and their subscribers. 


Both the Task Force and the Standing Committee agreed that they should be 
non-profit services, although some programs could qualify for prestige 
sponsorship. 


The estimated cost of providing alternative programming services ranged 
from $70 million to $200 million a year, depending on the quality and hours 
of programming. A monthly cable subscriber charge of one dollar would then 
have generated about $56 million a year if carriage was mandatory. 


In its policy paper on broadcasting Canadian Voices, Canadian Choices, 
released in June 1988, the federal government endorsed the principle of 
alternative programming services and pledged its support for their imple- 
mentation. It proposed to first ask the CRTC to hold public hearings to hear 
the views of all interested parties. In the light of the CRTC’s conclusions, the 
government would state the exact amount of money it would grant the new 
services, upon which the CRTC could invite applications. The policy paper 
emphasized that a key role of alternative services, which the government 
meant to be operational within two years, would be to reflect Canada’s 
multicultural character. 


The 1988 policy statement accompanied the tabling in the House of Com- 
mons of Bill C-136, amending the Broadcasting Act. The bill was debated and 
sanctioned by the Commons, but died in the Senate when the federal election 
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was called in September 1988. Its successor, Bill C-40, just ratified by 
Parliament, contains essentially the same provisions. Section 3.(1)(q)(i) 
States: 


"...alternative programming services in English and in 
French should be provided where necessary to ensure 
that the full range of programming contemplated...” [by 
the Section of the Act setting out the objectives of the 
Canadian broadcasting system] “...is made available 
through the Canadian broadcasting system; 


(r) the programming provided by alternative elevision 
programming services should © 


(i) be innovative and be complementary to 
the programming provided for mass 
audiences, 


(il) cater to tastes and interests not adequately 
provided for by the programming provided 
for mass audiences, and include program- 
ming devoted to culture and the arts, 


(iii) reflect Canada’s regions and multicultural 
nature, 


(iv) | beacquired rather than produced by those 
services, and 


(Vv) be made available throughout Canada by 
the most cost-efficient means.” 


The new Act thus confirms the government’s commitment to the principle of 
alternative programming services, but leaves mechanics, financing, and 
timing to be determined. 


The positions contained in briefs submitted to this Task Force on the subject 
of alternative programming services divided neatly into three groups: 
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Be Private broadcasters either dismissed the need for alter- 
native services or felt they should be carried by the CBC; 


a The CBC felt it should be allocated all public moneys 
available for public broadcasting; 


| Independent producers favoured alternative services as 
an additional outlet for their productions. 


The government's 1988 policy and Bill C-40, however, state that the CBC’s 
role is to present programs appealing to all Canadians, in other words to 
attract large audiences for Canadian productions. In times of fiscal restraint, 
the capturing of large audiences is also essential to generate commercial 
revenues and compensate the contraction of public subsidies. 


In contrast with the CBC’s revised role, alternative services are intended to 
cater to a variety of minority audiences which the CBC and private broadcasters 
have little or no room to accommodate in their programming schedules. 


It was suggested by the Canadian Cable Television Association (CCTA), the 
Canadian Association of Broadcasters (CAB) and several private broadcasters 
that specialty services licensed in the meantime by the CRTC and made 
available on the basic or extended basic cable tiers had superseded the need 
for alternative programming services. 


RECOMMENDATION 


Alternative programming services should be subject 
to the three-year moratorium on all new television 
services. Subsequently, the government should fol- 
low the procedure outlined in its 1988 policy paper 
Canadian Voices, Canadian Choices, and first call 
on the CRTC to hold public hearings to hear the 
views of all interested parties on the subject. 
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CHAPTER VII 


NEW TECHNOLOGIES 


Technology should serve, not drive broadcast policy. The focus of the Task 
Force, therefore, has been on services rather than technology, which is 
constantly evolving. 


The 1991 Broadcasting Act is wisely heedful of technology. The Act reflects 
the social, technical and market realities of the 1990’s and the fact that 
Canadian broadcasting can no longer be isolated from global communications. 


Canadian geography demands the best possible blend of satellite, high and 
low frequency electromagnetic wave, fibre optic and coaxial cable systems 
for the transmission of radio and television signals. There is much excitement 
about innovative techniques in every field, but users do not necessarily share 
this enthusiasm. Progress in communication techniques affects consumers 
in a subtle way, and depends on their timetable and willingness to pay. 


Marketing strategy is the most critical, yet often the weakest, element in high 
technology business plans. Press releases often precede the market accept- 
ance of a new development by three to five years. In many cases, prototypes 
never reach the production or implementation stage. 


The Canadian broadcasting system is not about to collapse under the 
pressure of U.S. satellite signals. The television industry, however, will be 
affected by the following developments: 


Bi Digital signal compression; 


s Advanced television systems (ATV), such as high-defi- 
nition television (HDTV); and 


Be Direct-to-home (DTH) transmission of satellite signals. 


Digital signal compression, based on technology developed for PC-to-PC 
communication, allows the transmission of only a fraction of the television 
Signal and its reconstruction at the receiver. Greater channel capacity on 
satellite transponders will result in new television services and substantial 
transmission cost savings. Soon, it will be available at acceptable levels of 


quality and price. 
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New products and services will enter the market in the satellite medium within 
two years. Further technical developments and capital investment will in time 
enable cable systems to deliver digitally compressed video to the home 
consumer. U.S. Cable Labs, a research organization funded by the cable 
industry, is evaluating the various suppliers’ compression systems to ensure 
that cable remains competitive. Until suppliers can meet suitable standards 
and achieve at least a 4:1 compression ratio, the organization’s view is that 
the economics of compressed video will not justify its cable implementation 
as systems will need expensive upgrading. 


High-definition television (HDTV) is a system with higher resolution, or picto- 
rial quality, and other qualities that are superior to techniques currently used 
by North American television stations. In HDTV, more lines per picture frame 
(up to 2,000 lines) are transmitted than the National Television System 
Committee’s (NTSC) standard of 525 lines, resulting in sharper, more vivid 
images. Digital computer graphics, colour correction and editing give HDTV 
videotape a quality superior to 35mm film. HDTV is carried in digital format, 
and 30 mghz of bandwidth is required for one television channel compared 
to 6 mghz for traditional analog NTSC signals. 


Proponents of advanced television systems believe digital transmission over 
the air is the course of the future. However, the HDTV system selected by the 
U.S. Federal Communications Commission as the national - hence, North 
American - standard in 1993 may be based on digital compression and 
delivery. This prospect has major implications for conventional broadcasting. 


Support is growing in the U.S. for evolving from NTSC to a super NTSC 
standard, compatible with NTSC equipment and requiring no additional 
spectrum space. The new system, already tested, would transmit 1050 lines 
instead of 525, yielding 35mm film quality. 


In June 1990, General Instrument Corp., San Diego, Calif., announced such 
a system - which it called DigiCipher - for transmitting a full HDTV signal in 
digital format over a standard 6-megahertz television channel. The DigiCipher 
is a leading contender for the simulcast HDTV standard mandated by the 
FCC, where one broadcast channel carries a standard NTSC signal for 
existing television receivers, and a second channel carries an HDTV signal 
that can be received only by HDTV sets. 
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Other advanced television system competitors in the U.S. have expressed 
interest in presenting all-digital version of their systems to the FCC for testing. 
In November 1990, the Advanced Television Research Consortium - NBC, 
David Sarnoff Research Center, Philips Consumer Electronics, and Thomson 
Consumer Electronics - announced the joint development of an advanced 
digital television system by the David Sarnoff Research Center, Princeton, 
N.J., and Philips Laboratories, Briarcliff, N.Y. 


FCC laboratory testing of all proposed systems was set to begin in April 1991. 
A new schedule released in November 1990 by the FCC did not include any 
all-digital systems other than DigiCipher. But of the six systems to be tested, 
there could be as many as four all-digital systems - if their proponents can 
ready them in time. In addition, there is one analog simulcast system and one 
enhanced NTSC system. Laboratory testing is to take place at the Advanced 
Television Test Center, Alexandria, Va., on a sophisticated system that 
includes a 65-inch Hitachi rear-screen projector and an ingenious Tektronix 
format converter. It permits the recording of several incompatible forms of 
advanced television signals in real time on a high-definition digital video tape 
recorder. 


The FCC is not likely to decide on an HDTV standard before mid-1993. If that 
is the case, HDTV broadcasting might begin in 1994. Firm production 
commitments are awaiting the FCC ruling. 


The timing and impact of high-power direct broadcast satellites (DBS) on the 
Ku-band need to be closely monitored. The C-band is the range of audio 
frequencies from 3.5 to 6 gigahertz assigned to most domestic and international 
communications satellites and used by most radio and TV stations. The Ku- 
band is in the 12-to-14 gigahertz range. Relays from communications 
satellites operating in the Ku band can be received with a relatively small dish 
such as those seen next to small homes or atop TV news trucks - Ku trucks 
- which are mobile units for satellite transmission. 


The Advanced Broadcasting Systems of Canada Inc. (ABSOC), composed 
of representatives of the broadcasting, cable and satellite companies, the 
Canadian Broadcasting Corporation, the Department of Communications 
and the Canadian Radio-Television and Telecommunications Commission, 
is assiduously keeping abreast of all these technical developments on behalf 
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of the industry. It provides an example of a multidiscipline approach to 
technological change in communications. The government and the industry 
should now officially begin planning to accommodate these changes. 


Video compression dramatically changes the concept of DBS presented in 
the early 1980’s. For the DBS operator, it multiplies by up to 10 the number 
of channels per transponder. For the consumer, the smaller dish size and 
diversity of programming likely to be offered may prove irresistible. Without 
compression, high power DBS satellites were prohibitively expensive and, 
because they offered few channels, their attractiveness to the consumer was 
limited. Thus, proponents issued FCC permits in the early 1980’s could not 
raise the money to go ahead with their projects. The addition of video 
compression technology radically changes the equation. 


Some new DBS service providers plan to offer compressed video directly to 
homes, using Ku-band satellites rather than more expensive high power DBS 
satellites. Because the signal will pass every home within the satellite 
footprint, the subscriber will need to make but a modest investment to receive 
the new Services. 


A delaying factor is that high-power DBS transmission requires 9° orbital 
spacing rather than the present 2° satellite separation. Products are three 
years from the manufacturing stage and approval from the World Administra- 
tion of Radio Communications is mandatory for slotting such satellites. 
Projects then may not materialize before the latter part of this decade. 


When and if it happens, “compression technology is the sword that DBS may 
wield to strike a competitive blow to cable”, commented an expert before the 
Task Force. 


Programming will be the key 
Since the TV viewer's willingness to subscribe to DBS will depend on its 


programming, it is critical to examine what the 100-plus DBS channels 
propose to offer. 
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Current plans call for the delivery of U.S. superstations, new specialty and 
narrowcast services, and multichannel pay per view (PPV). Improved picture 
quality, dual audio channels, and even HDTV services are also contemplated. 


One could argue there already is an abundance of channels available on 
cable and over the air. DBS will not only add more variety, but provide more 
convenient scheduling for existing program services. It may thus be able to 
entice subscription to its package of services. 


DBS promoters claim their projects can be viable with only one to two million 
subscribers, requiring penetration of about one or two per cent of the 92 
million TV households in the U.S. 


Spillover threat 


With direct-to-home transmission, direct broadcast satellites will make alarge 
quantity of American programs available to Canadian viewers. This form of 
program delivery would bypass the regulatory structure, which provides the 
framework for all the elements of the Canadian broadcasting system. 


Parallels may be drawn with the recent House of Commons’ committee report 
Open Skies: Meeting the Challenge, addressing the concerns of the airline 
industry faced with U.S. competition. The Canadian broadcast industry 
struggles with the same dilemma - while U.S. services have a strong potential 
for survival in Canada, the reverse is not true. 


The attractiveness of United States DBS to Canadian cabled and non-cabled 
TV households will depend on the price, package, and convenience of the 
service. Many Canadian TV households may attribute it a higher value than 
Canadian direct-to-home or regulated cable program offerings. If only 5% to 
10% of subscribers disconnected from cable, it would have a most serious 
impact on cable operators and the broadcasting system. 


There may be delays or false starts among the announced DBS initiatives in 
the U.S., deferring service aunches until 1992 or 1993. But whatever the date, 
it is time to begin preparing a Canadian response. Time and effort will be 
required to implement a Canadian policy and design an entrepreneurial reply. 
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Time is short to consider policy and regulatory options, and possible industry 
actions to preserve the competitiveness of the Canadian broadcasting 
system. 


There are several new DBS services in the offing. In order of proposed 
introduction, they are: 


i SkyPix: a Ku-band service commencing in 1991 with 80 
channels (using 10 transponders, i.e. an 8:1 compres- 
sion ratio). Included are 40 to 50 pay-per-view channels 
for feature films and special events. Dishes of 60 to 90 
cm and equipment priced at $800 will be required to 
receive the signal. 


B Primestar: a MAC-based service now offering 10 chan- 
nels, moving to a 5:1 compression ratio in 1992, and to 
a high-power satellite in 1995. 


i SkyCable: a high-powered DBS service providing more 
than 100 channels to dishes the size of a dinner plate. 
Service launch is expected in late 1993. 


g U.S. Satellite Broadcasting (Hubbard): an advertiser- 
Supported, high-power twin satellite system with 25 
channels on five transponders, scheduled for 1994. Two 
channels will be devoted to HDTV broadcast. The sys- 
tem will require a 33 cm dish. 


Owners and backers of these proposals include the largest cable system 
operators in the U.S., major satellite companies such as GE American 
Communications and Hughes, and leading broadcasting and satellite-to- 
cable interests such as Time-Warner and NBC, with close links to TV and 
movie producers. 


DBS announcements from the U.S. are outlined in the following table. 
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RECENT DBS ANNOUNCEMENTS FROM THE UNITED STATES 


Company 


U.S. Satellite 
Broadcasting 


Stanley Hubbard 
Minneapolis 


Primestar 


10 partners, inc. 
Consortium of: 

= 14e-|[, 

- Comcast 

- Coax Cable 

- G.E. Americom 
- Scientific Atlanta 


Sky Pix 
- Northwest 
- Comsat 


- Amerisat 
- CLI 


Sky Cable 
Hughes 


Murdoch 
Cablevision 


TVN 


- AT&T 
- Uniden 


Satellite & Launch 
Dish Size Date 


KU band on GE K2 1994 
high compressed 

DBS power 

13" dish 


10 Transponders Nov. 1990 
Ku-band 

GE-K1 
Compression to 
start in 1992 on 
medium power K1 
satellite 

Plans for 1995 
compressed, high 
power DBS 
24"-36" dish 


KU band 1991 
Medium Power 
80 channels on 10 
Hughes transpon- 
ders will be first 
compression 
service 

High power DBS 
24"-36" dish at 
$800 US 

24" antenna for 
high power DBS 
system 


KU band, 27 mgz 1993 
transponders 
108 channels 


High power DBS on 
3 Hughes 

satellites co- 
located 

22cm dish 

17 transponders Sept 1990 
C-band 

VC |i Plus 

scrambling from GI 

8"-10" dish at 

$785 a unit 


Services 


100 channels 
Program niches to 
be defined 


7 super stations 

3 pay-per-view 
sub-niche 
programming, i.e. 
Japanese channel 
supplied only to 
Primestar 
subscribers 

$12 per month 

$5 pay per view 


10 super stations 
70 pay-per-view 
channels with 
movies starting 
every 15 minutes 
$10 per month 
$5 pay per view 


- 10 pay per view 
- 5 super stations 
$25 per month 
$4.50 pay per view 


Comments 


- Advertiser - 
supported, no 
scrambling 


- Consortium owns 
50% of US cable 
subscribers 

- Will not sell to 
individuals, only 
to cable companies 
Owning decoders 

- Decoders owned 
by Primestar cost 
$600 US 

- DTH service 
monthly charge is 
$30 


- Financing 
appears confirmed 

- Decoders will be 
sold through 
wholesale and 
retail outlets @ 
$700 US 

- Forecasting one 
million DBS sub- 
scribers by end of 
year one 


Cable in the sky 
to compete with 
cable companies 


Compression to 
follow in 1993 


ji j j dium power satellites. 

* Comsat Video plans multiple narrowcast channels. Directsat plans two me 
Dominion Vee clans religious and educational TV on 8 transponders on medium. Echostar plans 3 pay- 
per-view, 3 premium movie and 10 basic service channels. EMC” plans movies on demand featuring over 


4,000 films. 


** Existing C-band and DTH services: CanCom Valuevision (Canada); Prime Time-24 (USA); TVN (USA); 
American Programming Service (USA). 
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Direct broadcast satellite transmission is driven by the need to overcome the 
disadvantages of current pay-per-view services, now delivered by cable to 
about 15 million homes in the U.S. The subscribers’ main complaints are lack 
of choice and inflexible start times, which could be remedied by the 40 to 50 
channels proposed by SkyPix. 


Cable only began to catch on in U.S. urban areas in the mid-1970’s when 
satellite distribution, led by Home Box Office (HBO), offered programming 
unavailable off the air. DBS proponents envision a similar kick start for direct 
broadcast satellite as the only available delivery technology for multichannel 
pay per view. 


DBS is not expected to overrun cable in the U.S., but to complement it. It will 
enable cable operators to “add” channel capacity by marketing programming 
packages including both cable and DBS services. As the main backers of 
Primestar (one of the planned DBS services), the major cable operators are 
in fact hedging their bets. 


DBS is a risky business, however, competing directly with the video stores 
and television programs delivered by traditional broadcasters and cable 
companies. Security is paramount to collect fees from DBS subscribers and 
prevent signal theft. In 1984, aU.S. consortium lost $80 million in eight months 
on the G-Star DBS project. Between 1987 and 1989, another joint DBS 
venture lost $60 million. General Instruments now delivers encoded C-band 
and DBS pay TV signals, and its VideoCypher II decoders are insecure. They 
will be replaced with VideoCypher I! Plus decoders at a rate of 30,000 per 
month over the next two years. 


Market prospects in Canada 
While the market structure of the Canadian broadcasting system differs 
fundamentally from that of the U.S., a starting point in assessing the impact 


of DBS in Canada lies in U.S. market forecasts. 


The SkyPix investment prospectus, anticipating a January 1991 start (now 
delayed), proposes the following subscriber estimates: 
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SKYPIX SUBSCRIBER FORECASTS 


1991 1992 1993 1994 1995 
re eee 
740,000 1,940,000 3,140,000 4,340,000 5,540,000 


These figures are for the U.S. market where there will be competitive DBS 
offerings, and cable operators will not be restricted by regulation in their 
service response. The situation in Canada requires a separate examination. 


DBS in Canada 


Conservative estimates of the home dish market in Canada begin at about a 
quarter of a million TV households, mostly aimed at U.S. signals. Some 
estimates put the figure much higher. These dish sales have been spurred by 
access to either free or illegally descrambled U.S. programming. They show 
that there is already a core market likely to be attracted to a high-quality DBS 
package. 


More importantly, satellite dish distributor networks have developed, acting 
as agents for U.S. services. Unlike the 1980’s, DTH equipment distribution 
reaches all areas of Canada. These distributors are well positioned to sell new 
DBS services and would likely exploit that market opportunity. Unlicensed by 
the CRTC, they are not restricted as are Canadian cable operators in their 
offerings. 


The following shows a typical DTH equipment distributor's package of U.S. 
and Canadian channels off both Canadian and U.S. satellites. The Sports 
Network/Réseau des sports, First Choice, Cancom, and others, it should be 
noted, own the Canadian rights to much of the programming featured in such 


packages. 
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SATELLITE EQUIPMENT DISTRIBUTOR 
DTH PROGRAMMING PACKAGES” 


Package Description 


THE BASIC PACK: — The Nashville Network 
— Arts & Entertainment 
— CNN 
— Headline News 
— Prime Network Sports 
— Black Entertainment TV 
— The Weather Channel 
— The Learning Channel 
— Country Music Television 


THE SUPER PACK:2 — The BASIC PACK Plus 
— WTBS 
— WWOR 
— WGN 
—~ WSBK 
— WABC 
— WXIA (NBC) 
— WBBM (CBS) 
— WPIX 
STA 
~ KTVT 


THE CHOICE PACK: — The SUPER PACK Plus 
— First Choice® 
— Family Channel 


THE SPICE RACK: — The SUPER PACK Plus 
— Spice 

THE TOTAL PACK: — SUPER PACK 
— First Choice 
— Spice 

THE FRENCH TRIPLE FEATURE: — Super Ecran 


— Le Canal Famille 
— Le Réseau des Sports 


THE FRENCH DOUBLE FEATURE: — Super Ecran 
— Le Canal Famille 
THE FRENCH SPORTS FEATURE: — Le Réseau des Sports 
THE FRENCH PACK: — Add SPICE to any combination of French channels 
THE STAND-A-LONES: — First Choice 
— SPICE 


— The Super Stations 


eee 
(1) Currently offered by Specialty Program Service. 

(2) Pending final approval from American State Department. 

(3) First Choice is available east of Ontario/Manitoba border only. 

(4) All French programming and Spice are available on Videocipher II Plus only. 
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Scrambled U.S. pay services are also available from Canadian dish dealers, 
who often sell “doctored” VideoCypher decoders to ensure the reception of 
HBO and other channels. 


The satellite equipment distributors’ program package listed in the previous 
table is impressive compared to the Cancom package of U.S. and Canadian 
services available off Canadian satellites and authorized by the CRTC for 
delivery to Canadian cable systems. Cancom’s DTH package has fewer than 
10,000 subscribers, which is a very small percentage of the dish market. 


CANCOM PROGRAMMING PACKAGES 


ValueVision Programming 
a 8 et ee ee ee et ee eee 


BCTV CTV affiliate, Vancouver 
CITV Edmonton (Independent) 
CHCH Hamilton (Independent) 
CFTM TVA, Montreal 

WXYZ ABC affiliate, Detroit 
WJBK CBS affiliate, Detroit 
WDIV NBC affiliate, Detroit 
WTVS PBS affiliate, Detroit 
MuchMusic 


TSN - The Sports Network 
CBC Newsworld 


Super Family Pak* 


SuperChannel 
Family Channel 


* West of Ontario/Manitoba border only. 
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The availability of attractive new DBS/DTH packages would provide the 
satellite dealer/distributor in Canada with more products to sell. Americans 
consider Canadians most inventive in cracking signal security systems, and 
have no illusions that they will sharpen their talent if faced with more 
sophisticated scrambling systems. 


Bill C-40 can provide some control 


The security attached to direct broadcast satellite signals is becoming 
increasingly important to conventional broadcasters. The new generations of 
high powered satellites requiring much smaller receiving antennas carry with 
them the threat of still greater fragmentation of conventional broadcasters’ 
audiences. Although many of these services sell advertising time, they will 
continue to rely primarily on subscriber fees for financial support. The signals 
will continue to be encrypted or “scrambled” with the public gaining access to 
the services through decoding devices. 


The encryption systems used for this purpose have not been reliable in most 
part. Their security has been breached by unauthorized alterations to 
decoders which have been widely disseminated through distributors of 
satellite receiving equipment. 


Although such activity is clearly illegal, the available sanctions have not been 
effective to stop the flow of unauthorized devices. The manufacture, posses- 
sion, or distribution of such devices is an offence under the Criminal Code. But 
while several convictions have occurred, the sanction has largely been 
ineffective because of the high burden of proof that must be met for any 
criminal conviction and an apparent lack of enforcement interest on the part 
of the authorities. 


Bill C-40 contains new offenses and remedies which should improve this 
situation. The existing Radiocommunication Act already contains provisions 
prohibiting the interception of radiocommunication, except as permitted by 
the originator thereof, and the manufacturing or selling of equipment used for 
such unauthorized interception. New offenses created under Bill C-40 deal 
specifically with the unauthorized decoding of encrypted subscription pro- 
gramming signals. As well, Bill C-40 creates a civil cause of action whereby 
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anyone who holds a commercial interest in the subscription programming 
service or its encryption technology can sue and recover damages from 
persons committing these offenses. The creation of this civil remedy should 
be effective in that it gives the parties whose interests are actually at stake a 
legal vehicle for protecting those interests. 


In general the Task Force believes that federal authorities should become 
more active in this area. The Department of Communications, and the CRTC, 
where appropriate, should aggressively pursue the enforcement measures 
contained in their governing legislation. Both agencies should explore 
mechanisms for greater control over decoding devices in cooperation with 
Signal suppliers and equipment manufacturers. Such measures will be 
assisted by the proclamation of the new remedies and sanctions in Bill C-40. 


Dish distributors say they are ready to change their practices to comply with 
the new environment. They claim that after 20 months of copyright protection 
inthe U.S., about 70% of dish owners are paying subscription fees. However, 
there is an inveterate core of Canadian viewers seeking access to U.S. 
services and distributors willing to provide it illegally. Neither seem to realize 
the need for strict copyright protection of programs. 


RECOMMENDATION 


& The federal government should proclaim as soonas 
possible the provisions in Bill C-40 that are relevant 
to the control of the unauthorized reception and 
distribution of subscription programming services. 


@ Federal authorities should work closely with signal 
suppliers and equipment manufacturers to develop 
better control procedures for preventing the spread 
of unauthorized decoders in Canada. 
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A risk of cable disconnection 


The position of Canadian cable in the marketplace is vastly different from that 
of American cable systems. Hence, United States DBS services will affect it 
differently. 


Canadian cable’s original appeal to subscribers was the relay of U.S. border 
stations. U.S. network service remains a major selling point even though 
Canadian cable systems have considerably added to their basic and dis- 
cretionary offerings. Since cable is a vital part of the Canadian broadcasting 
system, its offering of program services is strictly regulated. Not subject to 
such regulations, United States DBS services will compete with cable service 
in Canada while complementary to cable in the U.S. 


The extent of their appeal to cable subscribers is unknown. Perhaps Cana- 
dian viewers will see the multichannel pay-per-view service as a practical 
alternative to the trek to the video store. Once the DBS purchase decision is 
made on the strength of 40 to 50 movie channels, other services could replace 
those now delivered by cable - with the added fillip of unauthorized U.S. TV 
services. 


If the cable subscriber can reasonably receive local Canadian stations and 
U.S. border stations without cable, the temptation to disconnect from the 
cable system may be strong. It will be even more if the DBS service has a mix 
of U.S. network programs roughly equivalent to the cable offering. 


The size and cost of the receiving antenna can also be an important factor. 
SkyPix is pricing its equipment package at $699 US, with an expected drop 
to $500 US. While it could cost several hundred dollars more in Canada, it will 
still be cheaper than today’s TVRO for Ku or C-band satellites. The smaller 
dish size and the possibility of putting it inside the home further reduce the 
DBS entry barrier into Canada. 


For the cable industry, this prospect raises two major financial concerns. First, 
it may need to introduce video compression to compete with DBS at a time 
when capital investment is expensive and more strictly regulated. Secondly, 
even a small number of disconnects will have a major impact on the cable 
industry’s bottom line. 


Video compression investment 


Canadian cable systems now do not have the channel Capacity to compete 
with the proposed DBS services. Two-to-one compression systems have 
been developed for cable, but until a 4:1 ratio is achieved within six mega- 
hertz, the economics will not justify the investment. Suitable products will only 
be available in three to five years. The required cable plant investments will 
perhaps only be partly recovered over time from new sources of revenue. 
Such investments may ultimately translate into higher cable rates, which 
again would influence the subscriber's decision to disconnect, affecting the 
entire Canadian broadcasting system. 


The Canadian cable industry could respond to DBS competition by improving 
channel capacity and quality, or delay such investments and risk losing 
discretionary, and ultimately, basic subscribers. Whatever its response, 
unregulated competition from United States DBS services is a threat to the 
Canadian cables’ financial position. 


Effect on conventional broadcasters 


By diverting viewers from Canadian stations and channels, DBS can also 
cause the market position of conventional broadcasters to deteriorate. 


The loss of audience will entail a loss of advertising revenue. DBS penetration 
in Canada may not exceed 5% for several years, but even such a small 
percentage represents further audience erosion at a time of declining 
earnings for private television broadcasters. 


Of critical importance to the economics of private television in English Canada 
is the DBS viewer's escape from simultaneous substitution. At a time when 
more attention is paid to the protection of programming rights, DBS will be a 
step backwards. U.S. programmers could acquire North American DBS 
rights, diluting the value of the U.S. programs Canadian broadcasters 
acquire. The latter's exclusive program rights cannot easily be enforced ina 


DBS environment. 
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Another consequence will be the cable operator's call for service and 
packaging flexibility to remain competitive. It will pave the way to more U.S. 
services on cable, causing far greater audience erosion. The root of the DBS 
threat lies in video compression. If cable resorts to the same technology, the 
100-channel universe will be upon us, fundamentally changing Canadian 
television broadcasting. 


Conventional television may in turn be forced to introduce some of the new 
technologies at considerable cost. These are investments it is notin a position 
to incur at present and may not be able to make in the future unless it is aided 
by government. 


RECOMMENDATION 


The government should consider a tax-based as- 
sistance program, suchas anaccelerated capital cost 
allowance, to facilitate the purchase of new equip- 
ment by television stations. 


Canadian specialty TV services are also at risk. At present, CRTC tiering and 
linkage rules ensure their viability. If United States DBS cannot be regulated, 
it will bring in services now absent from the CRTC’s authorized list. Cable 
operators will be under pressure to make such services available to counter 
the DBS threat. Canadian specialty services then will be under the twin 
pressure of United States DBS and a cable response to DBS. 


As apackager of Canadian and U.S. services, Cancom will also be vulnerable 
to unregulated DBS services. Underserved communities could bypass 
Cancom’s package and subscribe to DBS services. Cable operators could 
also seek authority to pick up U.S. services directly from U.S. satellites rather 
than Cancom. 


RECOMMENDATION 


Direct broadcast satellite services should develop 
as a complement to cable television services in 
Canada, and should be managed through the li- 
censed cable system. 
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Video compression will have Significant implications for Telesat. The broad- 
casting customer base could shrink its demand for bandwidth. There may not 
be enough new services to take up the available bandwidth of Canada’s 
Satellite carrier. United States DBS may reduce any opportunity for Canadian 
DTH service packages. 


Other developments 


Multichannel Multipoint Distribution Service (MMDS) is a system using om- 
nidirectional microwave signals to carry data, text, and other video services 
to subscribers. It is over-the-air (not cable), line-of-sight broadcasting to a 
receiving dish. It can offer 31 television channels in the 2,500 to 2,686 mhz 
band. Thus far, attempts to apply the new technology in New York, Washington 
and Detroit have proven financially unsuccessful. 


Applications to provide the service in Canada were denied last year by the 
CRTC because they would have competed with cable television services. 


RECOMMENDATION 


Canada and the United States should agree on 
sharing multichannel multipoint distribution service 
(MMDS) frequencies, and restricting ranges of 
overlap along the border, rather than relying on the 
first come, first served principle. 


Digital audio radio is a development that will provide a superior quality than 
conventional AM and FM radio. Spectrum space will become available for 
more radio stations, each taking less bandwidth. Consumer readiness to buy 
new receivers will pace the timing and determine the impact of this technology. 


A CRTC public notice (1987-254) delineates policy for the regulation of 
multichannel multipoint distribution, direct-to-home satellite transmission and 
subscription television systems (STV) using low-power transmitters. 
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These technologies may be licensed for underserved areas with two or less 
television services over the air. A broadcasting distribution undertaking 
(BDU) license will be issued for retransmission of existing signals. A broad- 
casting transmission undertaking license (BTU) will be issued where the 
service provider assembles or originates some of the programming. 


The CRTC places these new technologies in perspective in the following 
statement: 


The Commission remains convinced that cable televi- 
sion technology represents the preferred method of 
extending service, due to its ability to deliver a large 
number of services and to meet future needs. It recog- 
nizes, however, that in certain circumstances, for reasons 
of limited population size and/or low density, over-the- 
transmitters represent the only viable means of provid- 
ing service to the particular area. 


Vertical blanking interval data broadcasting, a potential source of supple- 
mentary income for television broadcasters, is virtually untapped in Canada. 
Popularly known as teletext, itis a one-way, point-to-multipoint data transmis- 
sion medium. The data is transmitted on the vertical blanking interval, which 
is sometimes seen as a black bar on the TV screen when the picture rolls. 
Because the Canadian Broadcasting Corporation signal alone extends to 
over 99% of Canada’s population, data broadcasting is capable of reaching 
almost every business and household in the country. However, this capability 
is related to the issue of convergence, still to be thoroughly debated in 
Canadian telecommunications. The Task Force only hopes that the interest 
of television broadcasters will be taken into account when the issue is de- 
bated and resolved. 


RECOMMENDATION 


When policy is developed on the convergence of 
Canadian telecommunications, the interest of tel- 
evision broadcasters should be considered regard- 
ing the use of the vertical blanking interval for data 
transmission. 
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There is a need to explore new dimensions of cooperation between all 
elements of the broadcasting industry to hold viewers on the Canadian 
broadcasting system. The key is Canadian programming. Canadian news 
and sports events hold Canadian television audiences in the electronic media 
as they do in the print media. This may become an increasingly important 
issue in the competition against United States DBS services. 


RECOMMENDATION 


Considering that Canadian programming is the key 
to maintaining Canadian loyalty to the Canadian 
broadcasting system, all components of the elec- 
tronic transport system should share in strengthen- 
ing Canadian program production and acquisition. 
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CHAPTER VIII 


AN INDUSTRIAL STRATEGY 


The need for an industrial Strategy to strengthen the communications sector 
of our economy and enhance Canada’s competitive ability in the world market 
was stressed by many of the groups the Task Force met during its consulta- 
tions. 


The most succinct and concrete definition of an industrial Strategy was 
provided by the Canadian Association of Broadcasters (CAB). In its submis- 
sion, it said: 


... an industrial strategy for television programming... 
would entail a recognition of the need for long-term 
planning and investment in television projects that 
broadcasters need to build sensible program schedules. 
It would mean a focus, not just on specifically cultural 
products, but instead on programming that employed 
Canadian resources and was economically viable na- 
tionally and internationally. It would mean a focus noton 
individual productions, but instead on the long-term 
development of an industry, both independent and in- 
house, that could regularly and reliably produce the 
Canadian product Canadian broadcasters need to suc- 
ceed. Broadcasters understand that our future audi- 
ences and revenue growth will come from our Canadian 
programming. Because itis our future, we are committed 
to it. But we must, as a country, go about it rationally, 
taking into account the economic realities and recognizing 
that we operate in a global marketplace. 


The Television Bureau of Canada (TVB), Western International Communica- 
tions (WIC), CanWest Global Communications Inc., Allarcom, and the 
Canadian Film and Television Production Association (CFTPA) all echoed 
this view. The TVB stated: 


It is important to pursue appropriate industrial strategies 
that provide structural stability and supportive policies 
and programs to maximize the revenue potential of the 
industry. It is only through a healthy industry that the 
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cultural objectives can be achieved. Therefore, we would 
like to see a greater balance between both the govern- 
ment’s and the regulator’s emphasis on cultural policy 
issues and industrial policy issues. 


WIC deplored the current lack of coordinated policies: 


The disappointing fact is that Canada does not have an 
integrated industrial strategy to encourage film and 
television production. Different arms of government each 
have their own policies which seem completely unre- 
lated to one another. Likewise, broadcasters often stick 
to themselves or to their own networks, instead of 
working together to encourage more production and 
more activity. What we need is a way of cross-pollinating 
ideas - a way of coming together to create more activity. 
In_ short, Canadian producers need to be able to put 


productions together across traditional broadcasting 
boundaries. We need a system that encourages coop- 


eration among the various broadcast groups. 


CanWest said: 


All levels of the government dealing with television 
broadcasting in Canada, along with appropriate regu- 
latory agencies, should recognize the need to establish 
in Canada an industrial policy as well as a cultural policy 
for the production of quality, high-cost Canadian pro- 
grams. We are living in a world where coproductions and 
co-ventures are essential to pull together the dollars 
needed to fund the totality of programming that needs to 
be produced. Being tied to only a cultural policy makes 
funding partners increasingly hard to find. Without these 
partners, the programs can't be produced. 
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Allarcom: 


We also support WIC’s call for an all-industry summit to 
consider a top-down industrial Strategy for Canadian 
programming and production. Canada’s lack of an inte- 
grated strategy, where Telefilm, the CRTC, DOC, pri- 
vate broadcasters, the CBC and the Department of 
Finance all pursue their varying objectives, sometimes 
with conflicting results, does not bode well as we move 
into the 1990's. 


The CFTPA: 


To achieve a seemingly logical position requires that the 
minister of Communications demand that his depart- 
ment cease to develop policies on a sector-by-sector 
basis, develop an integrated national industrial Strategy 
which addresses an economic continuance from tel- 
ecommunications through to corporate video as one 
whole. Only then can we conceive of Canada enjoying 
a level and choice of Canadian programming which 
provides adequately for cultural expression through 
quality entertainment programs and which sustains and 
builds on national identity. 


And further: 


Canada requires a strong industrial strategy which in- 
tegrates the elements and policies of our communica- 
tions economy. 


Our new strategy would espouse a more cooperative 
approach between Canadian systems and it would 
promote increased levels of Canadian content. Cana- 
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dian programs of quality, widely available, are Canada’s 
best magnet for audiences and thus our best shield 
against incursive programming. 


The National Association of Broadcast Employees and Technicians (NABET) 
believed such a policy should be far ranging and encompass every segment 
of the communications industry taken in its widest sense. In its brief, it stated: 


[...] the national government and its agencies, including 
the Department of Communications, [should] adopt an 
industrial strategy as a guideline for the implementation 
ofits present and future policies on technological change, 
Status of the artist, labour management relations, and 
international coproduction and co-venture treaties, as 
well as any of their own internal monetary policies that 
would affect these areas of concern in the information 
and entertainment industries. 


An industry summit 


The Task Force was impressed by these suggestions, and especially by the 
unity of purpose of the various segments of the Canadian television industry. 


The idea of an industrial strategy has been in the air for a long time. It even 
prefaced the terms of reference of the 1985 Task Force on Broadcasting 
Policy as follows: “The Task Force shall make recommendations to the 
Minister of Communications on an industrial and cultural strategy to govern 
the future evolution of the Canadian broadcasting system through the 
remainder of the century’. But never, it seems to us, was it expressed by 
television broadcasters and trade unions alike with such clarity, insistence, 
and urgency as in the course of our consultations. 


As a first step toward formulating an industrial strategy, the Task Force 
believes that an all-industry summit should be convened - where rules, 


regulations and policies on production and programming could be reviewed 
and changed. 
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Throughout this report, we have stressed that the key to the future of the 
Canadian broadcasting system and its ability to resist external threats lies in 
the excellence of its indigenous programming. In the next decades, all the 
efforts of government, television broadcasters, cultural institutions and pro- 
duction organizations should be channeled in this direction. Perhaps it would 
be useful to have a Task Force survey the industry to formulate a strategy prior 
to a summit meeting. If the Minister deems it appropriate, such Task Force 
should concentrate on devising a Strategy that will enable the industry to 
produce and internationally market outstanding Canadian programs. 


RECOMMENDATION 


The Minister of Communications should convene a 
summit meeting of every constituent of the broad- 
casting industry to decide on a strategy aimed at 
Strengthening the industry’s economic base and its 
ability to compete in world markets. 


The deeper we go into the world of communications in Canada, the more we 
are struck by the cultural, economic and structural differences between the 
French and English sectors. We are not the first ones to make this 
observation. The federal-provincial report of May 1985 on The Future of French- 
Language Television recommended «that the special nature of the French- 
language television system be recognized within the Canadian broadcasting 
system, and that government policies and regulations be adapted accord- 
ingly». The Caplan-sauvageau Task Force on Broadcasting Policy proposed 
distinct policies for French and English broadcasting and the principle was set 
in the new Broadcasting Act. It seems only logical, therefore, to propose a 
distinct industrial strategy for the French-language broadcasting industry. 


RECOMMENDATION 


Asummit meeting should also be called to formulate 
an industrial strategy aimed at strengthening the 
economic base of the French-language broadcast- 
ing industry and its ability to compete in world 
markets. 
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It goes without saying that technological changes in the communications 
industry are a major factor in any industrial strategy. A committee composed 
of representatives from the industry and the government at a decision-making 
level should therefore be formed without delay to monitor the evolution of new 
technologies and plan their introduction in Canadian radio and television. 


RECOMMENDATION 


A committee composed of representatives from the 
industry and the government at the decision-mak- 
ing level should be created to monitor the evolution 
of communication technologies and coordinate their 
introduction in Canada. 
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CHAPTER IX 


SUMMARY OF RECOMMENDATIONS 


CHAPTER II 
THE ECONOMICS OF CANADIAN TELEVISION 


le The CRTC should review the criteria used to evaluate 
the revenues and expenses of submissions for mergers, 
acquisitions and expansion within the television indus- 
try. The percentage of revenue required to service debt 
charges should be more strictly evaluated to ensure that 
sufficient commercial revenue is available in the mar- 
ketplace and that debt charges not detract from pro- 
gramming requirements. 


2. In the best interest of the Canadian public and the 
Canadian broadcasting system, this Task Force believes 
the CBC should receive adequate, ongoing, and stable 
public funding to enable it to fulfil its mandate. Multi-year 
funding is essential to enable the CBC, the CRTC, and 
the rest of the industry, including private broadcasters, 
to plan and manage their operations better. The Task 
Force believes that a revolving three-year funding plan 
would be reasonable. 


3: The CBC should invite bids from the private sector to 
take over the regional and local stations where produc- 
tion has been closed and be prepared to surrender the 
license when there is an interested buyer. 


4. The English and French, public and private broadcast- 
ers should develop arrangements consistent with Cana- 
dian and U.S. competition laws for the cooperative 
purchase of U.S. programs. Similarly, they should ex- 
amine the possibility of cooperative bidding for major 
sports events such as NHL hockey, CFL football, the 
Olympics, and other world sports events. 
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5. The CRTC should amend the definition of “advertising 
material” in the Television Broadcasting Regulations, 
1987 to exclude material which promotes Canadian 
programs. 


6. The CRTC should formally review the impact of its 
regulations, expectations and conditions of license on all 
television broadcasters to ensure their affordability by 
the industry in today’s competitive environment. Televi- 
sion licensees burdened with conditions of license not 
realistically achievable in today’s economy should apply 
to the CRTC for temporary relief. 


7: Seed money invested by television broadcasters in the 
development of Canadian programs should be given 
special recognition by the CRTC in its regulatory re- 
quirements in order to stimulate more developmental 
production activity. 


8. It is recommended that the government amend the 
Copyright Act at an early date to provide for an ephemeral 
recording exemption. 

CHAPTER Il 
THE IMPACT OF NEW SERVICES 

1. A moratorium should be imposed on the licensing of new 

television services, conventional or other, for a period of 


three years. 


2: The French-language all-news service should also be 
subject to the three-year moratorium on all new services. 


3. The CRTC policy of restricting specialty television serv- 
ices to national advertising should be maintained. 
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& Specialty services should continue to ben- 
efit from two streams of income - cable 
subscriber fees and advertising. 


| Subscriber fees should be reallocated in 
relation to the cost and market value of 
each service. 


Be The CRTC should review the situation of 
specialty services and in the light of their 
financial statements, reduce their adver- 
tising availabilities. 


CHAPTER IV 


ADVERTISING 


1. 


The television industry should encourage the Bureau of 
Broadcast Measurement and A.C. Nielsen to cooperate 
in measuring television ratings in Canada. Networks and 
major markets’ audiences should be metered. 


The provisions of Bill C-58 or Section 19 of the Income 
Tax Act, which disallow the deduction of advertising 
expenditures directed at Canadians in foreign periodi- 
cals and broadcasting stations, should be maintained 
and strengthened. Government and industry should 
ensure that they are strictly and effectively enforced. 


Rg The government and the CRTC should 
pursue every avenue to help recapture 
portions of the advertising inventory asso- 
ciated with Canadian tuning to U.S. sta- 
tions. 
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S Simultaneous substitution, which currently 
contributes $100 million of advertising 
revenue to the Canadian television indus- 
try, should be used to its full potential. 


a The CRTC should now move on to the 
next logical step and provide for non- 
simultaneous program substitution on 
cable. The CAB should initiate a common 
proposal with the CCTA for an amendment 
of CRTC regulations authorizing non-si- 
multaneous substitution. 


4. Television broadcasters must exercise extreme caution 
in negotiating conjunction deals to ensure that the Aus- 
tralian experience will not be repeated in Canada. 


@ Television stations should not give up the 
control of their inventory to a third party. 


a Broadcasters, including the Canadian 
Broadcasting Corporation, should abstain 
from conjunction deals. 


= To reverse the trend to a commodity mar- 
ket, television stations must strive to un- 
derstand their clients’ different character- 
istics and design products that uniquely 
meet their needs. Once the clients’ needs 
are understood, stations can develop 
packages that offer real extra value to their 
customers. 


a Television broadcasters must develop a 
system of data collection and yield man- 
agement to improve return on inventory 
and counter pressure for low prices. 
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3: In markets where rate cards have been disregarded for 
the sake of selling off an inventory or taking advertising 
away from a competitor, television broadcasters should 
take steps to remedy the situation and restore discipline 
to the market. 


6. The Canadian Broadcasting Corporation should be re- 
quired to reduce its commercial content from twelve to 
eight minutes per hour, without altering its current ad- 
vertising restrictions such as in classical dramatic pres- 
entations and some information programs. 


Programs should continue to be structured to permit 
twelve minutes of commercial breaks per hour so that 
the Corporation’s privately-owned affiliates can use 
these availabilities for advertising. 


In line with its mandate as a national broadcaster, the 
CBC should also refrain from soliciting local advertising 
except in markets where it is the sole local television 
broadcaster. The CRTC should look at the impact of 
recently introduced regional advertising on the CBC’s 
network programming. If this practice were found to 
have a negative effect on privately-owned affiliates of 
the Corporation, the CBC should be instructed to refrain 
from soliciting such advertising. 


In return, government should guarantee that the CBC’s 
public funding will at least remain constant and appro- 
priate the funds by statutory provision for revolving 
three-year periods, as recommended in Chapter II. 


“Nl 


The Canadian television industry - public and private 
broadcasters, and advertisers - should act cooperatively 
to restore television as the prime advertising media. 
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8. Television, both public and private, should develop a 
joint marketing organization to fashion a national televi- 
sion marketing strategy, promote the media to advertis- 
ers and seek to increase television’s share of media 
advertising. The Television Bureau of Canada, which 
already exists, could be given adequate financial sup- 
port to perform this function. The same kind of organi- 
zation should be set up to look after the interests of the 
French-language market. 


This national television marketing strategy should pro- 
vide for: 


a The development of apsychographic data 
base, including data such as consumer 
buying habits, preferences, perceptions, 
and lifestyles, to provide a closer match 
between viewers who are prospective 
clients and specific advertisements; 


& The development of a computer-based 
inventory management system, similar in 
concept to the airlines’ seat management 
system, to be made available for the use of 
all broadcasters; 


@ The development of a forecasting model 
of the television industry incorporating 
factors such as revenues, expenses, au- 
dience data, economic indicators, con- 
sumer behaviour data; and 
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& The development of a media buyers’ ori- 
entation program to ensure that media 
buyers become thoroughly familiar with 
regional markets and programming across 
Canada. 


CHAPTER V 
THE CANADIAN BROADCAST DEVELOPMENT FUND 


1. With its additional annual endowment of $16 million to be 
shared equally between English and French television, 
Telefilm should guarantee a 60%-40% split of its overall 
Broadcast Program Development Fund between the 
two linguistic sectors. 


2. The government should consider tax incentives in the 
form of a tax credit to stimulate private investment, 
including investment by private broadcasters, in the 
production of Canadian programming. 


3. Any tax credit program considered by the federal gov- 
ernment to stimulate the independent production of 
television programs should be complementary to exist- 
ing tax credit programs in Quebec. 


4. Considering the Broadcast Fund has been successful in 
achieving its original purpose and increasing the audi- 
ence for Canadian programs, the government should 
consider enriching the Fund over the years. Any reduc- 
tion of budget or fundamental change in the Broadcast 
Fund program would jeopardize federal government's 
policies on Canadian television. 


o. Telefilm should formulate different objectives and poli- 
cies for French and English television broadcasters, 
taking into account their distinctive environment, deve- 
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lopment potential, and structural strengths and weak- 
nesses. 


6. Telefilm should show some flexibility in its license fee 
requirement of 30% and modulate it according to the 
program category and the television broadcaster’s ability 
to pay. 


fe Private broadcasters should be able to negotiate an 
equity share in the program as part of their license fee. 


8. Lower license fee thresholds should be considered for 
projects that do not have presale commitments for all 
regions of Canada. 


9. Telefilm should strive for maximum clarity in its project 
evaluations. At the same time, the television industry 
should recognize and accept that Telefilm has to make 
decisions involving judgment calls and a measure of 
subjectivity. 


10. —- Telefilm should review its body of rules and standards to 
ensure that it does not infringe on broadcasters’ pre- 
rogatives and commercial practices, and encourage 
greater consultation between all partners of the televi- 
sion broadcasting and production industry. 


11. — Telefilm should continually explore ways to tap into the 
industry’s programming demands to meet target and 
quality program objectives. One way would be to enable 
pay television to access the Feature Film Fund. 


12. While encouraging broadcaster equity investment in 
programs, Telefilm should ensure independent producers 
retain rights for their long-term value. 
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13. © The Memorandum of Understanding has been a useful 
and appropriate instrument for governing the Broadcast 
Program Development Fund. It should be maintained as 
it provides for flexibility without the need to resort to 
legislative changes. 


CHAPTER VI 
ALTERNATIVE PROGRAMMING SERVICES 


a8 Alternative programming services should be subject to 
the three-year moratorium on all new television services. 
Subsequently, the government should follow the pro- 
cedure outlined in its 1988 policy paper Canadian Voices, 
Canadian Choices, and first call on the CRTC to hold 
public hearings to hear the views of all interested parties 
on the subject. 


CHAPTER VII 
NEW TECHNOLOGIES 


i: The federal government should proclaim as soon as 
possible the provisions in Bill C-40 that are relevant to 
the control of the unauthorized reception and distribution 
of subscription programming services. 


2. Federal authorities should work closely with signal 
suppliers and equipment manufacturers to develop better 
control procedures for preventing the spread of unau- 
thorized decoders in Canada. 


3. The government should consider a tax-based assist- 
ance program, such as an accelerated capital cost 
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allowance, to facilitate the purchase of new equipment 
by television stations. 


4. Direct broadcast satellite services should develop as a 
complement to cable television services in Canada, and 
should be managed through the licensed cable system. 


a: Canada and the United States should agree on sharing 
multichannel multipoint distribution service (MMDS) 
frequencies, and restricting ranges of overlap along the 
border, rather than relying on the first come, first served 
principle. 


6. When policy is developed on the convergence of Cana- 
dian telecommunications, the interest of television 
broadcasters should be considered regarding the use of 
the vertical blanking interval for data transmission. 


if Considering that Canadian programming is the key to 
maintaining Canadian loyalty to the Canadian broad- 
casting system, all components of the electronic trans- 
port system should share in strengthening Canadian 
Program production and acquisition. 


CHAPTER VIII 


INDUSTRIAL STRATEGY 


1. The Minister of Communications should convene a 
summit meeting of every constituent of the broadcasting 
industry to decide ona Strategy aimed at strengthening 
the industry’s economic base and its ability to compete 
in world markets. 
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2: A summit meeting should also be called to formulate an 
industrial strategy aimed at strengthening the economic 
base of the French-language broadcasting industry and 
its ability to compete in world markets. 


3. A committee composed of representatives from the 
industry and the government at the decision-making 
level should be created to monitor the evolution of 
communication technologies and coordinate their in- 
troduction in Canada. 
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pendix A 


LIST OF ORGANIZATIONS THAT 
SUBMITTED BRIEFS TO THE TASK FORCE 


1. The Artist Channel — Montreal, Quebec 


2. The Association of Canadian — Toronto, Ontario 
Advertisers Inc. 


3. Institute of Canadian Advertising — Toronto, Ontario 


4. The Association of Television — Toronto, Ontario 
Producers and Directors 


5. YTV Canada, Inc. — Toronto, Ontario 


6. La Fédération des Francophones — Ottawa, Ontario 
Hors Québec Inc. 


7. The National Association of Broadcast — Toronto, Ontario 
Employees and Technicians 


8. The Canadian Association of — Ottawa, Ontario 
Broadcasters 

9. NTV Newfoundland Television — St. John’s, Nfld. 

10. Association Canadienne de la — Montreal, Quebec 


Radio et de la Télévision de 
langue Frangaise Inc. 


11. Radio Saguenay ltée, 
Télévision St-Frangois inc. 
Télévision Saint-Maurice inc. 


by: Cogeéco inc. — Montreal, Quebec 
12. CanWest Global Communications — Vancouver, B.C. 
Corp. 


13. Specialty Program Source — Kitchener, Ontario 
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14. Friends of Canadian Broadcasting — Toronto, Ontario 

15. Alliance of Canadian Cinema, — Toronto, Ontario 
Television and Radio Artists 
(ACTRA) 

16. British Columbia Association — Vancouver, B.C. 


of Broadcasters 


17. Okanagan Valley Television — Kelowna, B.C. 

18. Television Bureau of Canada — Toronto, Ontario 
195 CECE Inc — Montreal, Quebec 
20. WIC Western International — Vancouver, B.C. 


Communications Ltd. 


21. The Sports Network — Toronto, Ontario 

22. Le Réseau des sports — Montreal, Quebec 
23. Rodgers Cable T.V. Limited — Don Mills, Ontario 
24. CUC Broadcasting Limited — Scarborough, Ontario 
25. The Children Broadcast Institute — Toronto, Ontario 

26. Canadian Cable Television — Ottawa, Ontario 

Association 

rade Monarch Broadcasting Ltd. — Medicine Hat, Alberta 
28. Canadian Satellite Communications — Mississauga, Ontario 


Inc. (CANCOM) 


29. Radio Nord Inc. — Hull, Quebec 


“LL ddd 


30. 


31. 


32. 


33. 


34. 


35. 


36. 


3/7. 


38. 


39. 


40. 


41. 


42. 


43. 


44. 


CHUM Limited 


Canadian Film and Television 
Production Association 


Télé-Métropole Inc. 

CFPL Broadcasting Limited 
TVOntario 

CTV Television Network Ltd. 


Ontario Film & Television 
Production Industry Council, Inc. 


Radiomutuel Inc. 


Association des Techniciens de 
Télé-Métropole 


Ontario Film Development 
Corporation 


Allarcom Limited 
Union des Artistes 


Association des Producteurs de 


Films et de Télévision du Québec 


Le conseil des directeurs médias 
du Québec Inc. 


Association des Agences de 
Publicité du Québec 


Lied 


— Toronto, Ontario 


— Toronto, Ontario 


— Montreal, Quebec 
— London, Ontario 
— Toronto, Ontario 
— Toronto, Ontario 


— Toronto, Ontario 


— Montreal, Quebec 


— Montreal, Quebec 


— Toronto, Ontario 


— Edmonton, Alberta 
— Montreal, Quebec 


— Montreal, Quebec 


— Montreal, Quebec 


— Montreal, Quebec 
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45. CCOT Inc. — Toronto, Ontario 


46. Canadian Broadcasting Corporation — Ottawa, Ontario 
47. Radio-Québec — Montreal, Quebec 
48. Ministry of Culture and — Toronto, Ontario 


Communications 


49. Canadian Advertising Foundation — Toronto, Ontario 

50. Les Communications Astral — Montreal, Quebec 
Bellevue inc. 

51. Advances Broadcasting Systems — Ottawa, Ontario 


of Canada Inc. (ABSOC) 
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pendix B 


LIST OF PERSONS CONSULTED BY 
THE TASK FORCE 


1. Canadian Association of Broadcasters 


Michael McCabe, Michel Tremblay, Tony Scapillati, Elizabeth 
MacDonald, David Mintz, Robert Scarth, Bruce Cowie, Grace Shafran 


2. Newfoundland Television 
Scott Sterling, Ted Gardner 
3. CANCOM 
Rolf Hougen, Sheila Whitaker, Susan Cornell 
4. Association of Canadian Advertisers Inc. 
John Foss, Barry de Waan 
5. Canadian Film and Television Production Association 
Dan Johnson 
6. Institute of Canadian Advertising 


Keith McKerracher, Ann Boden, David Harrison, Sunni Boot, 
Hugh Dow 


7. Satellite Communications Association of Canada 
Brian Dinsdale 

8. YTV 
Kevin Shea, Suzan Grimmer 

9. Television Bureau of Canada 


Cameron Fellman, Richard Genin, Robert Dilworth 
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10. CFPL Broadcasting Limited 
Robert V. Elsden, Colleen Jones, Ted Eadinger 
11. NABET 


Cory Siddall, Wenda Gardone 


12. CHUM Limited 


Fred Sherratt, Mark Rubinstein, Ron Waters, Greg Mudry, 
Robert Alexander 


13. Ontario Film & Television Production Industry Council, Inc. 
Robert Burton 
14. CTV Television Network Ltd. 
John Cassaday, Tom Peddie, Gary Maavara 
15. Monarch Broadcasting Ltd. 
W.H. Yuill, Dwaine Dietrich 
16. British Columbia Association of Broadcasters 
Thomas Peacock, Christopher Weaver, Donald Smith 
17. Allarcom Limited 
Harold Roozen, Grant Buchanan 
18. WIC Western International Communications Lid. 


Douglas Holtby, Donald Smith, Jon Festinger 
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19. CanWest Global Communications Corp. 

Glen O'Farrell, Ken Goldstein, Peter Liba, Peter Viner, David Mintz 
20. CFCF Inc. 

Jean Pouliot, Adrien Pouliot, Charles Bélanger, Robert Alexander 
21. Cogéco Inc. 

Henri Audet, Louis Audet 


22. Radio Saguenay ltée, Télévision St-Francois inc. et Télévision 
Saint-Mairice inc. 


Jean Fortier, Denis Langlois, Yves Mayrand 


23. Association Canadienne de la Radio et de la Télévision de langue 
Francaise Inc. 


Bernard Montigny, Michel Arpin, Jean Fortier, Charles Belanger 
24. Association des Producteurs de Film et de Télévision du Québec 


Louise Baillargeon, Jean-Claude Tremblay, Claude Godbout, 
Jacques Dick, Jacques Blain 


25. TVOntario 
Ross Mayot, Donald Duprey, Jacques Bensimon 
26. SARDEC 


Yves Légaré 
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27. Radio-Québec 


Frangoise Bertrand, Roxanne Duhamel-Martin, Caroline St-Jacques, 
Pierre Roy 


28. Union des Artistes 
Serge Demers, Richard Paradis 
29. Radio Nord Inc. 
Gilles Poulin, Gaston Lavoie 
30. The Sports Network - Le Réseau des sports 


Gordon Craig, Paul Brown, Jim Thompson, Gérald Janneteau 
Jake Scudamore, Claude Laberge 


31. Canadian Cable Television Association 
Guy Beauchamp, Roger Poirier, Gérald Lavallée, J. Thompson 
32. Radiomutuel Inc. 
Normand Beauchamp, Michel Arpin, Pierre Marchand 
33. Télémédia 
Philippe de Gaspé Beaubien, R. James McCoubrey 
34. Télé-Métropole Inc. 
André Chagnon, Serge Gouin, Denis Lacroix, Guy Crevier 
35. Association des Techniciens de Télé-Métropole 


Serge Bouchard 
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36. Rogers Communications 
Ted Rogers, Phil Lynd 
37. Canadian Advertising Foundation 
John T. Coleman 
38. Strategem Inc. 
Jacques Dorion ~ 
39. Le conseil des directeurs médias du Québec Inc. 
Francois Vary, Robert Lord, Charles Choquette 
40. Association des Agences de Publicité du Québec 
Jacques Lefebvre, Joseph Mullie, Jacques Duval 
41. Canadian Broadcasting Corporation 


Gérard Veilleux, Michael McEwen, John Shewbridge, Guy Gougeon, 
Alain Pineau 


42. Telefilm Canada 

Pierre Desroches, Robert Armstrong, Michele Fortin 
43. CRTC 

David Colville, Sandra MacDonald, Janet Yale 
44. André Bureau 


45. Pierre Juneau 
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